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Executive summary  
The COVID-19 pandemic has had severe public health, economic and social consequences across the world. 

Even though all countries have been affected by the pandemic, there great differences on how labor markets 

have developed during the pandemic. Therefore, this thesis sheds light on how the COVID-19 pandemic 

affected labor markets across different welfare regimes and the role played by labor market institutions. To 

examine the different labor market developments during the COVID-19 pandemic, this thesis analyzes the 

labor market development in 5 different welfare regimes using the indicators of employment, unemployment 

and hours worked. The welfare regime theory is used to categorize advanced capitalist democracies into 

either Liberal, Corporatist, Social-democratic, Southern European, or European welfare regimes. The data 

used in this thesis are obtained through the OECD Annual labor Force Survey (ALFS) and European Labor 

Force Survey (ELFS) for 30 OECD countries located in Europe including Untied States, Canada, Australia, 

and New Zealand. The analysis is followed by a discussion of the possible impacts of institutional buffering 

measures, and particularly job retention schemes and short-time work. 

 

One of the central findings of this thesis is that the labor market developments during the COVID-19 

pandemic differ greatly among the welfare regimes, and these divergences to a great extent corresponds to 

the different institutional contexts of the regimes. The largest labor market impact in terms of unemployment 

occurred among the Liberal welfare regimes, however, institutional buffering measures and in especially 

short-time working schemes have played a central role in Southern European welfare regimes. Thereby, 

thesis suggest that the largest labor market impact occurred among the Liberal and Southern European 

welfare regimes, based on the development of both unemployment, hours worked and employment.  
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Introduction  
The COVID-19 pandemic and its following implications across the world have triggered the worst public 

health emergency in a century and initiated the worst economic crisis since the 1930’s (OECD, 2020). Since 

the beginning of 2020 the COVID-19 pandemic spread across the world challenging health care systems 

forcing countries across the world to implement severe stringency measures and lockdowns to minimize the 

spread of the virus. These measures have had large economic and labor market implications and raise very 

central questions regarding how the COVID-19 pandemic affected the labor market.  

 

Literature on the labor market development during the great financial crisis suggest that different types or 

regimes may react differently in terms of the use of institutional buffering measures in times of financial 

and economic shocks (Leschke and Watt, 2010). This further raises the question whether this is also the 

case during the COVID-19 pandemic, and how this possibly affect the labor market in terms of employment, 

unemployment, and hours of the entire population as well as historically vulnerable groups on the labor 

market such as youth, basic educated, temporary, and low paid workers.  

 

Considering both the severity of the COVID-19 pandemic, the initial impact on the labor market and existing 

research’s emphasis on the importance of labor market institutions (Leschke and Watt, 2010), this thesis 

will aim to answer the following research question.  

 

How has the COVID-19 pandemic affected labor markets across different welfare regimes – 

and which role did the labor market institutions play? 

 

To examine the labor market development during the COVID-19 pandemic across different welfare regimes, 

this thesis will draw on Esping-Andersen’s theory developed in the publication three worlds of capitalism, 

and further add two categories of welfare regimes consisting of respectively Eastern European and Southern 

European countries to fully grasp the complexities of the economic, political, and institutional complexities 

across the different countries. It then analyzes and contrast the labor market development across the regimes, 

as well as the 30 OECD countries, which constitutes the regimes, using the employment, unemployment, 

hours worked as well as the Covid-19 stringency index developed by the University of Oxford and Blavatnik 

School of governance.  
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The employment and unemployment developments do not alone explain the full labor market impact of an 

external economic shock because institutional buffering measures such as Employment Protection 

Legislations (EPLs), Active Labor Market Policies (ALMPs), Passive Labor Market Policies (PLMPs) and 

especially short-time working schemes are implemented to adjust the negative consequences of external 

economic shocks (Leschke and Watt, 2010). Furthermore, dualization literature suggest that structural 

trends labor market policies in contemporary society contributes to the increasing inequality among the 

insiders with intermediate and advanced educations, higher incomes, and permanent contracts and those 

with temporary contracts, lower incomes, and basic education (Emmenegger, 2012). Therefore, the focus 

of this thesis entails both the COVID-19 pandemic’s impact on the labor market, the institutional measures 

to buffer unemployment, and the possible implications of dualization and the historically vulnerable groups.  

 

The first section of this thesis will review existing literature regarding the great financial crisis, institutional 

buffering measures as well as early literature on the COVID-19 pandemic. The second section will assess 

and discuss the theoretical framework of welfare regimes, and the third section will describe and discuss the 

methodological approach used to answer the research question. The analysis will provide a comparison of 

the development employment, unemployment and hours worked across the welfare regimes and within the 

historically vulnerable groups. Last, this thesis will discuss the possible impact and implications of the 

institutional buffering measures that buffered the labor market impact of the Covid-19 pandemic focusing 

particularly on job retention schemes, and section final section concludes the findings throughout the thesis.   



 7 

Section 1: Literature review 
The following section review will assess existing literature and reports that can explain previous 

relationships between economic shocks and labor market developments across European countries. This is 

first and foremost done to ensure that existing knowledge within the field of labor market studies and 

economic crises will be considered and drawn upon when examining the possible linkages between 

economic and labor market developments as well as the role of institutions to buffer the negative upward 

pressure on unemployment in times of economic shocks. Furthermore, it will enable this thesis to contrast 

and discuss the magnitude of the labor market impact of the COVID-19 pandemic and the different 

institutional buffering measures.  

 

The first section of the literature review will focus on the OECD Employment Outlook 2020 and which 

groups on the labor market that have been hit hardest during the COVID-19 pandemic. The second section 

will focus on literature concerning the great financial crisis from 2007-2009 and the impact on the labor 

markets across the European countries, and in in particular the labor market impacts among different socio-

demographic groups and the role of institutions to preserve employment and buffer unemployment. Lastly, 

the third will focus on present literature and empirical data on the COVID-19 pandemic and labor markets, 

which is a field that is undergoing a constant development. 

 

OECD employment outlook 

The OECD Employment Outlook is OECD’s annual report on jobs and employment in the OECD countries 

(OECD, 2020). Each annual report reviews recent trends, policy developments, prospects as well as 

quantitative data on labor market indicators, expenditures on labor market programs, average annual wages, 

and earnings dispersion (OECD, 2020). The 2020 edition of the OECD employment Outlook was published 

in June 2020 roughly 6 months after the outbreak of the pandemic and 3 months after the introduction of 

national lockdowns across many of the OECD countries. Therefore, the content and reviews of the report 

should be viewed bearing in mind that both the impact of the second wave of the pandemic and the long-

term effects on the labor market have not yet been unveiled. Nevertheless, the outlook exhibits some of the 

immediate consequences of the COVID-19 pandemic on the labor market which are of great relevance for 

both the analysis and discussion sections of this thesis. 	
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According to the OECD Employment Outlook, the immediate impact on employment, unemployment and 

hours worked has been 10 times higher in the first months of the COVID-19 pandemic than in the global 

financial crisis of 2007-2009 (OECD, 2020). Further, the Employment Outlook points out that the 

employment of women, young people and low skilled- and non-standard employed workers has been struck 

by the immediate impact of the COVID-19 pandemic. Many of the groups that have been hit hard by the 

immediate impacts of the COVID-19 pandemic on the labor markets have historically been among the most 

vulnerable in times of financial crises (OECD, 2020). These groups count the young, low paid, women, self-

employed and temporary workers (OECD, 2020. 

 

During the great financial crisis, many initial studies indicated that men were hit harder than women. This 

observation was partly true, as male dominated sectors such a manufacturing, construction and industry are 

more exposed to economic fluctuations than female dominated sectors such as health care and education. 

The financial crisis started in the financial sector and business sectors which were dominated by male 

employees, but thereafter the crisis evolved into an economic crisis effecting state finances across all OECD 

countries. This impact forced many states to impose strong austerity measures, which primarily were 

targeted the female dominated public sector (Rubery and Karamessini, 2015).   

 

In contrast to the great financial crisis, women have during the initial shock of the COVID-19 pandemic 

been hit disproportionally harder than men, which according to the OECD is due to the sectoral inequality 

of the pandemic and the various COVID-19 stringency measures imposed by the OECD countries (OECD, 

2020). Furthermore, women have during the COVID-19 pandemic been playing a key role in the health 

care response to the pandemic, and the crisis likely amplified their unpaid work burden (OECD, 2021, p. 

90). Women’s key role in the pandemic may besides the negative short-term consequences on employment 

and unemployment also result in negative long-term labor market consequences as it makes it difficult for 

women to perform at work, thus decreasing the likelihood for job and career advancement. This is possible 

consequence, which cannot yet be measured, however it should be addressed as a possible consequence in 

terms of the dualization and inequality on the labor market.  

 

Many countries have along with health restrictions introduced institutional buffering measures to support 

the labor market and prevent mass unemployment. This has been done both directly in the form of enhanced 

unemployment schemes, and indirectly by subsidizing the hardest hit business sectors (OECD, 2020). The 

labor market policies and employment protection schemes to encounter the crisis caused by the COVID-19 
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pandemic should, according to the OECD employment outlook, a two-pronged approach that both prevent 

and prepare for a second and severe wave of the pandemic (OECD, 2020). The magnitude of such two-

pronged approach will be examined in the discussion of this thesis; however, according to the evidence 

shown in the employment outlook around 1/3 of the jobs in the OECD countries can be done from home 

under normal conditions, and this of the most important pillars of the two-pronged approach in many 

countries (OECD, 2020). However, not all jobs can be done from home and particularly among employees 

with basic educational backgrounds and within the hospitality and construction industries there is little 

possibility to work from home.  

 

The institutional buffering measures across the OECD countries has not only been limited to indirect and 

direct financial support to companies but has also included an increased income support to unemployed 

workers and short-time work (OECD, 2020). The buffering measures do of course vary among the different 

OECD countries; however, they can be divided into three main groups namely active labor market policies 

(ALMPs), employment protection legislation (EPLs) and working hours on which data can be accessed 

through the OECD and Eurofound. 

 

To summarize, the immediate magnitude and impacts of the COVID-19 pandemic on the labor market 

supersedes the financial crisis of 2007-2009. The vulnerable groups in the great financial crisis and during 

the initial phases of the COVID-19 do according to the OECD have large similarities as the low skilled, 

non-standard, and young workers have been hit hardest. However, this crisis does also differ from the first 

part of the financial crisis regarding the strong impact on women during the initial part of the COVID-19 

pandemic and the large sectoral differences in terms of stringency measures as well possibilities to work 

from home for the individual employees.  

 

The great financial crisis and labor market policies 

The latest major economic crisis prior to the COVID-19 pandemic was the financial crises from 2007-2009 

(OECD, 2020) (Verick and Islam, 2011), and the labor market impacts of this crisis as well as the variety 

and magnitude of different buffering measures must be assessed and considered throughout the thesis to 

obtain a comprehensive analysis and discussion about the current labor market developments during the 

COVID-19 pandemic. However, before drawing too many parallels between the economic and labor market 

crisis, caused by the COVID-19-pandemic, and the great financial crisis, it is of great relevance to emphasize 

that the two crises differ greatly from one another as the nature of the COVID-19 crisis stems from a 
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pandemic and not from within the financial or economic system. This difference in nature calls for labor 

market studies to examine and discuss what parts of society that experienced the hardest hit in the current 

crisis, but also how different types of institutions affect the labor market development.  

 

The financial crisis and labor markets  

The following sub-section will review some of the main findings of two publications by respectively 

O’reilly et. al and Verick and Islam regarding the labor market impacts of the great financial crisis, and in 

particular the socio-demographic that suffered from the largest consequences of the crisis. 

 

The publication from the great recession to labor market recovery touches upon several aspects of the 

relationship between the great financial crisis of 2007-2009 and the impacts of the labor markets. According 

to S. Verick and I. Islam the labor market impacts of the financial crisis varied largely across the OECD 

countries. The publication displays a mapping of the unemployment development across OECD which 

exhibits that the three hardest-hit European countries measured by increase in unemployment rates from Q3 

2007 to Q3 2009 were, Estonia (-10.9 ppts), Spain (-10.3 ppts), and Ireland (-8.3 ppts) (Verick and Islam, 

2011, p. 120). Conversely, other countries such as Germany and Poland experienced decreasing 

unemployment rates of respectively 1.2 ppts and 0.7 ppts. (Verick and Islam, 2011, p. 120).  

 

Besides shedding light unemployment development on a country level, the publication by Verick and Islam. 

also focuses on the how the financial crisis affected unemployment rates in different segments of the 

populations within OECD countries (Verick and Islam, 2011, p. 125). One of the key findings of the 

publication is that the group of young people between the age of 18 and 24 experienced a larger increase in 

the unemployment rate than people between the age 25 and 64. A similar conclusion can be found in the 

publication ‘youth labor in transition: inequalities, mobility and policies in Europe’ by O’Reilly et. al., 

which points out that the youth labor in particularly Southern Europe, the Baltics and Ireland have suffered 

from large unemployment rates during and in the aftermath of the great financial crisis (O’Reilly et.al., 

2019, p. 2) 

 

Moreover, men did in the initial shock of the financial crisis experience a larger increase of unemployment 

then women, and consequently young men at the ages between 18 and 24 were the hardest-hit group with 

an increase of the unemployment rate of 6.2 ppts across the European OECD member states. By contrast, 

the group of young women experienced an increase in the unemployment rate of 4.1 ppts, while it rose 2.8 
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ppts among men and 1.4 ppts among women between the age of 25 and 64 (Verick and Islam, 2011, p. 127). 

In this regard, it is very important to underline that this finding of Verick and Islam., only considers the 

immediate labor market impact of the great financial crisis, and that it does not consider the labor market 

impact for women when states implemented strong austerity measures in the aftermath of the crisis (Rubery 

and Karamessini, 2015, p. 4). Besides young men, the publications of Verick and Islam. and O’Reilly et. al 

both find that workers with lower level of education and migrant workers were hit harder by the financial 

crisis than other sociodemographic groups.  

 

The socio-demographic groups that respectively Verick and Islam. and O’Reilly et. al define as particularly 

vulnerable in terms of employment, unemployment and hours worked during the financial crisis from 2007-

2009 are to a great extent corresponding the groups identified by the OECD regarding the immediate impact 

of the COVID-19 pandemic (OECD, 2021, p. 89). Furthermore, several reports from the OECD as well as 

studies (Leschke and Watt, 2010) (Verick and Islam., 2011) (Theodoropoulou, 2015), highlight that the 

unemployment rates and particularly the youth unemployment rates among Southern European countries as 

a particularly vulnerable group.  

 

Verick and Islam suggest that one of the main reasons that the before-mentioned groups of both young 

people, lower educated workers and migrant workers have been more vulnerable and, thus, hit harder by the 

economic contractions of the financial crisis, is their lack of skills, work experience, job search abilities and 

the financial resources to find employment (Verick and Islam, 2011). Verick and Islam do not point out why 

some countries experienced much higher unemployment rates than other in the aftermath of the great 

financial crisis, however, according to Theodoropoulou the high unemployment rates may be an outcome 

of the strict economic and financial demands of the EU and IMF (Theodoropoulou, 2015). 

 

Drawing from the above, the publication of Verick and Islam. exhibits a multifaced inequality and 

dualization among workers across European countries resulting in larger unemployment rates and 

employment on more perilous contracts among workers in the previously mentioned sociodemographic 

groups, which is also supported by the findings of O’Reilly (2019) and Theodoropoulou (2015) 

 

The financial crisis and policy responses 

Verick and Islam. did in their publication not only account for the labor market development and the possible 

economic linkage and explanation behind it. They did also suggest that there are three common ways to 



 12 

adjust for external labor market shocks at a firm level. Namely, internal adjustment i.e., the number of hours 

worked by the introduction of short-time work or through external adjustment i.e., the number of workers 

and wage/non-wage benefits (Verick and Islam, 2011). This does essentially mean that firm can either make 

employees work fewer hours, cut the number of employees, or decrease salaries. Such dynamics at a firm 

level are crucial to understand the link between economic realities at a firm level as well as the employment 

development at an aggregate country level. Despite these three common ways of adjusting for external labor 

market shocks at a firm level there are large differences on firms’ abilities to adjust for these shocks based 

on their contexts. The publication by Verick and Islam exposes large varieties among European OECD 

countries of how firms adjusted to the external labor chock. As a result, Verick and Islam, draws several 

tentative conclusions of which factors that may have caused these varieties: Firstly, different economic 

factors i.e., that magnitude of the financial crisis varied across the countries. Secondly, different institutional 

factors such as the level on unionization, wage flexibility and dismissal protection legislation, and lastly 

difference in government policies such as work-sharing schemes.  

 

Thus, large differences in the unemployment development across should not merely be perceived as a 

symptom of how hard the labor markets in the respective countries were hit by the financial crisis or how 

firms internally and externally adjusted to the crises. Instead, other institutional and political factors such 

employment protection legislation (EPLs), active labor market policies (ALMPS) and use of short-time 

work schemes (OECD, 2020, p. 4) should also be taken into consideration if the aim is to fully examine the 

mechanisms behind labor market developments. In a working paper conducted by Leschke and Watt (2010), 

the authors unraveled how the above-mentioned institutions were used as instruments to buffer the labor 

market consequences of the great financial crises, and particularly how the use of job retention schemes and 

short-time work were widely used among selected European countries such as Germany (Leschke and Watt, 

2010). 

 

The arguments regarding the role of institutions and policies have also been put forward by the OECD in 

the recent publication policy response to the COVID-19 pandemic (2020). According to this report, the use 

of buffering measures, and in particular job retention schemes introducing short-time work to contain 

employment and prevent social fallout has been widely introduced among several OECD countries (OECD, 

2020, p. 2). This further suggest that to fully assess the labor market development during the COVID-19 

pandemic this thesis should not merely focus on labor market indicators, but also on the policies and 
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institutions put in place to buffer the negative employment and social consequences of both the COVID-19 

pandemic as well as the COVID-19 stringency measures.  

 

The COVID-19 pandemic 

The amount of literature within the field of labor market studies and the COVID-19 pandemic is 

continuously evolving as academia across the globe aims to grasp the short-term impact of the unpresented 

external shock on the labor market, in the form of the largest pandemic and global health crisis since the 

Spanish flue more than a century ago.  

The article The impact of COVID-19 on gender inequality in the labor market and gender-role attitudes by 

Reichel et. al in the publication European Societies, the authors seek to unravel two interrelated questions; 

firstly, how employment status, working arrangements and working hours changed among men and women 

during the pandemic, and secondly how these transitions affected the gender-role attitudes. One of the key 

findings by Reichel et. al is that women in terms of both employment and hours worked have been harder 

struck than men. This finding goes hand in hand with the OECD employment outlook, that states that women 

seem to have suffered greater initial employment losses than men (OECD, 2021, p. 89). However, in contrast 

to the OECD Reichel et. al argues that women are more likely to work from home, reduce working hours, 

and become unemployed (Reichel et. al, 2021, p. 240) without defining unpaid work as one of the main 

reasons why the employment women have been struck particularly hard during the COVID-19 pandemic. 

It is important to note that the study focuses on the impacts on the labor market is limited to few countries: 

namely, U.S, Germany, and Singapore. As accounted for in the previous section of the literature review, 

there were great varieties in terms of both the aggregate labor market impact across the European countries 

as well as the impacts among different sociodemographic groups. Nevertheless, the findings of Reichel et. 

al both exhibits some of the limitations of the present literature on COVID-19 and labor market studies, but 

it does also serve as a foundation for this thesis to further explore some of their key findings on a more 

aggregate European country-level.  

 

The European Trade Union Institute and Martin Myan do in the working paper the economic and social 

consequences of the COVID-19 pandemic within EU and its members states (Myan, 2020). Myan highlights 

that the first COVID-19 stringency measures implemented by countries in the European Union (EU) were 

relatively similar, and he emphasized that the EU should engage as to ensure that the economic and social 

consequences. Furthermore, the working paper highlights that initial data from the pandemic suggests that 

lower-income countries such as the Eastern-European and Southern European countries would be hit 
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relatively harder by the pandemic than the high-income countries (Myan, 2020) and that short-time work 

schemes successfully managed to buffer the worst initial consequences of unemployment in many countries.  

 

Sub conclusion 

Considering both the OECD employment outlook, literature on the great financial crisis, institutional 

buffering measures and present literature on the COVID-19 pandemic, this thesis can expect to find great 

country and sociodemographic variations regarding the development on the labor markets during the 

COVID-19 pandemic. The expected socio-demographic variations will concern the young, women, short-

time workers, and basic educated as these groups historically have been hit hard in times crises and because 

various labor market indicators show large differences among countries. Furthermore, this thesis can also 

expect governments to different extents will try to buffer the unemployment through institutional buffering 

measures and thereby prevent individuals from the consequences of mass unemployment and potentially 

long-term unemployment.  
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Section 2: Theoretical framework 
The following theoretical framework will describe and discuss theories about welfare regimes and its 

institutions, which will be applied to the analysis of the impacts of the COVID-19 pandemic on the labor 

market across different welfare regimes. The first part of the section will provide one of the first definitions 

of a welfare state and the intentions behind it. The second part of this section will describe Esping-

Andersen’s classification of different types of welfare regimes will be outlined as these classification makes 

it possible to categorize the European countries that will be analyzed throughout this thesis. And third, the 

institutions of greatest importance within different welfare regimes will be defined and discussed to fully 

grasp the roles and interplay of these in relation to labor markets and unemployment protection during the 

COVID-19 pandemic.  

 

Besides reviewing various literature on welfare regimes and institutions to buffer labor market impacts in 

the context of an external economic shock, this section will also draw on the theory of dualization. As 

previously explained in the literature review of this thesis, large proportion of the labor market impacts in 

past financial crises can be found within particularly vulnerable groups on the labor market i.e., young 

people, people with basic educations, short-time workers etc. Thus, the theory of dualization as a theoretical 

framework will be applied to analyze the labor market developments of the COVID-19 pandemic with 

respect to vulnerable groups on the labor market and to contextualize the labor market developments among 

these.  

 

The two theories of respectively dualization and classification of welfare regimes, and their institutions to 

ensure social protection to buffer economic shocks goes well together, as much of the dualization in 

advanced capitalist democracies can be directly linked to the welfare regimes and institutional measures to 

ensure social protection and vice versa.  

 

Firstly, because we can expect that different welfare regimes will have diverging responses to ensure social 

protection to its citizens in times of financial and economic instability. And secondly, because we can expect 

that the institutions in terms of the market, state, and families, will play different roles in ensuring social 

protection across the European countries during an external economic shock such as the one caused by the 

COVID-19 pandemic (Gelissen et. al., 2002, pp. 141-143) (Andersen J. G., 2012, p. 4). 
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2.1 The concept of a welfare state 

The historian Asa Briggs was among the first to define the concept of a welfare state, and what it in her 

perspective should entail. Her concept and description do in many ways remain relevant 60 years later 

despite large economic, social, and political changes in Europe throughout the past decades. Briggs outlined 

the following three criteria and abilities of the state for it to be classified as a welfare state. 

 

“A welfare state is a state in which organized power is deliberately used (through politics and 

administration) to modify the play of the market forces in at least three directions  

- first, by guaranteeing individuals and families a minimum income irrespective of the market value of their 

work or their property.  

- second, by narrowing the extent of insecurity by enabling individuals and families to meet certain “social 

contingencies” (for example, sickness, old age, and unemployment) which lead otherwise to individual and 

family crisis; and 

- third, by ensuring that all citizens without distinction of status or class are offered the best standards 

available in relation to a certain agreed range of social services.” (Briggs, 1961 in Andersen J. G., 2012) 

 

In other words, Asa Briggs describes a state that modify the free market powers, target, and minimize social 

insecurity and offer the citizens the best standards of social services. The latter is to a great extend biased 

by a Nordic view, as not all countries aim to provide the best standards in terms of social services, but rather 

a minimum standard (Andersen J. G., 2012). One of the greatest disadvantages of Asa Briggs’ description 

of a welfare state is that it only takes the state and market into consideration as institutions and not families, 

which play a crucial role in many central and southern European countries (Esping-Andersen, 1990). 

Further, her theory suggests that welfare the state and the market are opposed, and that welfare can only be 

provided by the state by modifying the powers of the market, and not as something that is created in 

collaboration between the state, citizens, and the market.  

 

A more recent and very influential theory of welfare states and welfare capitalism takes it point of departure 

in Esping-Andersen’s three worlds of welfare capitalism. His theory is considered one of the most influential 

within the field of welfare regimes, and it has been discussed and developed by Esping-Andersen himself 

and numerous other theorists such as Leibfried (1992), Ferrera (1996), and Bonoli (1997). 
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2.2 Welfare regimes – different types of welfare states 

The original theory of the three typologies of welfare capitalism was developed by Esping-Andersen in 1989 

as a tool to analyze and categorize the different advanced capitalist democracies and their accent of welfare 

(Esping-Andersen, 1990). These advanced capitalist democracies do together form three different clusters 

of welfare regimes, which he identified as the Liberal, Corporatist and Social-democratic states. These 

different type of welfare clusters, or regimes as they will be referred to in this thesis, are based on their 

granting of social rights and the dimensions of social stratification and de-commodification of welfare 

benefits (Esping-Andersen, 1989) (Gelissen et. al., 2002). The entitlement of welfare differs greatly among 

the welfare regimes as the basic principle of eligibility is based on contributions through employment in 

some countries and through citizenship in others (Andersen J. G., 2012, p. 7). In this context it is important 

to emphasize that welfare regimes should not merely be understood in relation to the rights and social 

protection provided by the state; instead, welfare regimes should be understood as the interplay between the 

state, market, and families to ensure social protection through the provision of social and economic benefits 

(Esping-Andersen, 1989).  

 

Esping-Andersen’s inclusion of other institutions as providers of welfare than merely the state is one of the 

main ways in which his definition of a welfare regime differs from Briggs’ definition of a welfare state. 

Much literature of welfare regimes already shows that the extent to which the institutions provide social 

protection differs greatly among western democracies. Hence, if the identification of welfare regimes solely 

focusses on the welfare provided by state as suggested by Briggs, one will not obtain a comprehensive 

picture of the accumulated welfare in the European countries that will be analyzed in this thesis (Gelissen 

et. al., 2002). Therefore, a broader definition of welfare providers that also captures the importance of 

families and the private sector will be used in this thesis.  

 

The Liberal welfare regimes 

The first cluster of advanced western democracies identified by Esping-Andersen is that of Liberal welfare 

regimes. In this cluster, there are means-tested assistance as well as modest universal transfers and social-

insurance plans (Esping-Andersen, 1989). The entitlements are based on citizenships and the modest welfare 

provided by the state is to a large extent inspired by the classical neo-liberal and reformed liberal principles 

believing that equality and prosperity should be paved with a maximum of free markets and minimum of 

state interference (Esping-Andersen, 1989). Furthermore, one of the central ideas behind this model is that 

the limit of welfare equals the marginal propensity to choose welfare instead of work (Esping-Andersen, 
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1989, p. 48). In other words, the welfare and economic support provided by the state is aimed at a level that 

will never incentivize individuals to benefit from welfare instead of working. However, the consequence of 

the Liberal welfare regime is that it will minimize the de-commodification effect and increase social and 

political stratification among different social classes (Esping-Andersen, 1989). The Liberal welfare regimes 

are also referred to as the Anglo-Saxon model by later theorists, and this cluster of regimes counts countries 

such as Great Britain, USA, Canada, and Australia.  

 

The labor markets across the Liberal welfare regimes can to a large extend be defined as flexible (LFMI, 

2020), meaning the EPLs in general terms ensures low redundancy costs for firms, few redundancy rules, 

low hiring costs and relatively flexible working hours. The flexible EPLs makes it relatively easy for firms 

to hire and fire employees, which suggest that in times financial and economic insecurity a larger number 

of people will become unemployed than in welfare regimes or countries with more rigid EPLs (LFMI, 2020). 

Further, the neo-liberal and reformed liberal values and political beliefs that are predominant in the Liberal 

welfare regimes also suggest a minimum of state interference. Thus, it can be expected that the labor market 

development and particularly the unemployment as well as general economic development during the 

COVID-19 pandemic will dominated by rapid and fluctuating shocks.  

 

The Corporatist welfare regimes 

The second cluster of advanced capitalist democracies consists of the conservative and Corporatist welfare 

regimes such as Germany, Austria, France, and Italy (Esping-Andersen, 1989, p. 22). In contrast to the 

Liberal welfare regimes, the extreme focus on free markets and commodification was never present. Instead, 

the Corporatist regimes focus on the preservation of status differentials i.e., tying social rights to class and 

status by connecting the rights to welfare and social protection to the job held by the citizen (Esping-

Andersen, 1989, p. 49) (Andersen J. G., 2012, p. 12). Another contrast between the Corporatist welfare 

regimes and in particular the Liberal welfare regimes is the magnitude of the state and de-commodified 

relations between employers, employees, and the state.  

 

The difference between Corporatist and Liberal welfare regimes is also highlighted by Peter A. Hall and 

David Soskice (2001) through the concepts of coordinated market economies (CMEs) and Liberal Market 

Economies (LMEs). The central features of these two types of market economies do to some extend 

correspond to that of Liberal and Corporatist welfare regimes, however the dimension for classification 

differs. Hall Soskice focus their analysis and classification on industrial-relations systems i.e., bargaining 
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power of employers and employees, and the role of globalization which accordingly pushes CMEs in the 

direction of LMEs (Hall and Soskice, 2001). 

 

Both Esping-Andersen and Hall and Soskice highlight that the interrelation between the market, state, and 

employees to a great extend displace the state as the sole provider of welfare in Corporatist welfare regimes 

or CMEs (Esping-Andersen, 1989, p. 49) (Andersen J. G., 2012) (Hall and Soskice, 2001). The 

incorporation of the market as a provider of welfare does not necessarily equal a commodification welfare 

and social protection as seen in the Liberal welfare regimes or LMEs, but rather that private firms in 

collaboration with the state and unions ensure minimum standards of social and unemployment support. 

However, the focus on economic class and status diminishes the actual re-distributional impact of welfare 

schemes which upholds social stratification.  

 

The role of the market, and concept of private companies as providers of welfare is to a certain extent 

opposing the thoughts behind Asa Briggs’ theory, which primarily perceives the state as the sole provider 

of welfare in a welfare state (Briggs, 1961 in Andersen J. G., 2012). Nevertheless, the theories of both 

Corporatist welfare regimes and CMEs highlight the relevance of including the contributions of the private 

sector, or at least the interrelation between the market, state, and employees. Despite Briggs not mentioning 

this specific interrelation is does correspond to at least two out three of Briggs’ principles of welfare; namely 

narrowing insecurity and by offering the best standards available in relation to a certain agreed range of 

social services among the citizens (Briggs, 1961 in Andersen J. G., 2012, p. 4). 

 

The before mentioned focus on class and status can be related to the strong ties between the Corporatist 

model and the church and conservative political ideologies, which both historically have been strongly 

committed to preserve traditional family values and gender roles (Esping-Andersen, 1989, p. 50). Thus, the 

principle of subsidiary by the state will only be initiated under the circumstances in which the family’s 

capacity to service its members is exhausted (Esping-Andersen, 1989, p. 49).  

 

As with the Liberal welfare regimes, it can be expected that government schemes to unemployment 

protection in times of economic shocks will be relatively modest in comparison to that of Social-democratic 

welfare regimes. However, this does not equal absence institutional or policy responses to buffer the 

negative economic, labor market and social consequences of the COVID-19 pandemic. Firstly, because the 

already existing EPLs in Corporatist welfare regimes are rigid, meaning that there are high redundancy costs 
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for firms, complex redundancy rules and high hiring costs. The notion of rigid EPLs does also suggest 

flexible working hours as pointed out by both the LFMI (2020), OECD (2020), and Leschke and Watt (2010) 

Central European countries, as it is simply cheaper and easier for firms to introduce short-time working than 

laying firing employees.  

 

The Social-democratic welfare regimes 

The third cluster of advanced capitalist democracies consists of Social-democratic welfare regimes, which 

are dominated by principles of universalism and de-commodification of welfare. In contrast to particularly 

the Liberal welfare regimes, the Social-democratic welfare regimes promote an equality of highest 

standards, rather than an equality of minimum needs (Esping-Andersen, 1989, p. 50). This entails that the 

workers regardless their education, social status, or class enjoy the same universal insurance provided by 

the state and limit the reliance on the market and family (E. Farragina and M. Seeleib-Kaiser, 2011, p. 584). 

In other words, the entitlement to welfare is based on citizenship and the social protection schemes are 

accustomed the different earnings of the citizens (Esping-Andersen, 1989, p. 51).  

 

The universal and de-commodifying principles of the Social-democratic welfare regimes have according to 

Esping-Andersen decreased both political and social stratification. However, Hall and Soskice suggest that 

also Social-democratic welfare regimes, or CME, such as the ones in Sweden and Denmark are moving 

towards becoming LMEs (Hall and Soskice, 2001, p. 5), which undoubtedly will increase social and political 

stratification. Further, the move towards an LME with great flexibility on the labor market combined with 

relatively generous social protection and unemployment schemes resulted in what many theorists denotes 

as a flexicurity model where countries like Denmark and the Netherlands often are used to exemplify this 

type of labor market structure (Hall and Soskice, 2001, p. 12) (Andersen J. G., 2012, p. 3). The flexicurity 

model is based upon collective agreements among the employers, employees, and the state. Like the 

Corporatist welfare regimes, the unemployment protection in the flexicurity model is based upon 

contributions; however, most of this contribution is paid by the state who also ensure a large degree of 

economic equality among the recipients of unemployment benefits.  

 

The generous and universal welfare, social and unemployment protection of Social-democratic welfare 

regimes comes with a great economic cost. This means that advanced capital democracies belonging to this 

welfare regimes are requiring full employment to increase government revenues, which neither the 

Corporatist nor the Liberal welfare regimes require to the same extent (Esping-Andersen, 1989, p. 51). The 
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requirement of full employment is also one of the central forces behind the de-familialization where women 

since the 1960s have been endorsed to participate on the labor market decreasing the role of single-earner 

families and gender inequality. This development happened in a much earlier and larger scale than what 

was the case among Corporatist and Liberal welfare regimes (Esping-Andersen, 1989) (Andersen J. G., 

2012, p. 12).  

 

The Social-democratic welfare regimes do predominantly count the Nordic countries such as Denmark, 

Norway, Sweden, and Finland where Social-democratic political principles have dominated the political 

landscape throughout the past century. Both the institutional setup and the Social-democratic political 

principles would suggest that this type of welfare regimes will ensure comprehensive social and 

unemployment support to minimize the negative effects of the COVID-19 pandemic on the labor market.  

 

It is important to emphasize that the Liberal, Corporatist, and Social-democratic welfare regimes are ideal 

types, and that no western democracies are real types. Hence, one can find elements of both the Corporatist 

and Liberal regimes in predominantly Social-democratic regimes and vice versa (Esping-Andersen, 1989, 

p. 52). Furthermore, Esping-Andersen argues that the divide between the different welfare regimes has 

diminished throughout the 20th century as advanced capitalist democracies are increasingly influenced by 

one another (Esping-Andersen, 1989, p. 52).  

 

2.3 The addition of welfare regimes 

Despite Esping-Andersen’s acknowledgement regarding the welfare regimes as merely ideal types, several 

others theorist have discussed and developed his theory to include more regimes to fully grasp the 

complexity of welfare capitalism in advanced capitalist democracies. This does first and foremost concern 

the addition of a southern European welfare regime (Arts and Gelissen, 2002 p. 143). However, an Eastern 

European regime should also be contemplated as the Soviet Union still existed by the time Esping-Andersen 

the three worlds of capitalism, and because most other classifications of welfare regimes were developed in 

the 1990’s where many Eastern European countries were recently established and thus fragile democracies. 

Lastly, it is important to emphasize that as Leibfried (1992), Ferrera (1996) and Bonoli (1997), who all 

suggest the addition of a southern European regime, base their concepts of welfare regimes on different 

social and political dimensions, which the following section will account for.  
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Southern European regimes 

The idea of adding a southern European welfare regime was firstly introduced by Leibfried in 1992, who 

also denoted this cluster of advanced capitalist democracies as the Latin rim (Leifried in Gelissen et. al. 

2002, p.143). Leibfried suggest four different welfare regimes, namely the Anglo-Saxon (residual), 

Bismarck (institutional, Scandinavian (modern), and the Latin rim (rudimentary). The idea of such division 

is based on poverty as a social dimension and poverty policies as a political dimension, and he does 

particularly point out the absence of a social minimum and right to welfare as common ground among the 

Latin rim (Gelissen et. al. 2002, p.143). In line with Leibfried, Ferrera did in 1996 also suggest a welfare 

regime classification with four regimes like that of Esping-Andersen, but including a southern European 

regime; however, in contrast to Leibfried the classification is based on social systems and rules of access to 

these. That is regards rules under which individuals are entitled to receive welfare benefits, and in this 

context the fragmentation of social benefits and a generally little inference in the welfare sphere as key 

characteristics of the southern European welfare regimes (Gelissen et. al. 2002, p.143).  

 

In contrast to the before-mentioned approaches, Bonoli suggest that the classification of welfare regimes 

should be based on a how much and how approach that measures social expenditures as a percentage of 

GDP, and how much of these expenditures that are financed through contributions (Gelissen et. al. 2002, 

p.143). This approach leads Bonoli to similar classifications as the before mentioned theorist including the 

addition of a southern European regime.  

 

There are several reasons why the use of a how much and how approach inspired by that of Bonoli will be 

a comprehensive approach to follow when analyzing the magnitude and impact of the employment policy 

measures buffer the COVID-19 pandemic. First, because the approach shares similarities to that of M. 

Fenger, which will be outlined in the next sub section. Second, because this approach allows the use of 

mixed methods, which is particularly relevant in the context of the COVID-19 pandemic. A context where 

European countries have spent an enormous sum of euros to compensate both the private sector and 

unemployed citizens. Indeed, the different policies of the European countries can be classified through a 

much more qualitative assessment solely following a how approach. However, a how much approach allows 

a direct comparison and classification of the European countries that grasp the true relative magnitude of 

employment protection policies.  
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Leibfried (1992), Ferrera (1996) and Bonoli (1997) have all developed classifications of welfare regimes 

that share great similarities to that Esping-Andersen. Yet, they all add a fourth and southern European 

regime that to some extent share similarities with the Corporatist welfare regimes. The most central 

difference between these two clusters of regimes is the absence of articulated social minimum and right to 

welfare within the southern European regimes (Gelissen et. al. 2002, pp.142-143). 

 

Eastern European regimes 

Neither of the before mentioned classifications of welfare regimes include the post-communist and Eastern 

European countries in the clusters of welfare regimes, as these countries were not considered advanced 

capitalist democracies by the time Esping-Andersen developed his typologies. Initially Esping Andersen 

rejected the inclusion of a cluster consisting of Eastern European countries, as he believed the differences 

between many eastern and western European countries could be explained by the eastern Europe’s transition 

period towards becoming advanced capitalist democracies. However, M. Fenger did in 2007 incorporate 

what he denoted as the post-communist and post-USSR clusters in his hierarchical cluster analyses (Fenger, 

2007, pp. 25-26). Fenger’s analysis was based on the variables regarding governmental programs and 

spending, social situation variables and political participation variables. One of his key findings was that 

the level of trust, level of social programs and social situation are considerably lower in the post-communist 

countries (Fenger, 2007, p. 26). Furthermore, a study of distribution regimes and redistribution among 

European countries conducted by Detlef Jahn showed that the redistribution policies of some Eastern 

European countries may uphold the social stratification (Jahn, 2018, p. 441). Jahn found that particularly 

Poland, Slovakia, and Slovenia to a large extend implement redistribution policies that favors middle to 

high-income groups and disfavors middle to low-income groups (Jahn, 2018, p. 444). On the contrary 

countries such as Hungary, Romania, Latvia, and the Lithuania are implementing policies which favors 

lower and middle-income groups, which other things equal, will lead to decreased social stratification and 

improved social programs. Thus, Jahn suggest the creation of two types of Eastern European welfare 

regimes in addition to the existing Liberal, Corporatist, Social-democratic and Southern European welfare 

regimes.  

 

Considering the findings of both Fenger and Jahn, this thesis will incorporate a fifth cluster of welfare 

regimes consisting of Eastern European and post-communist countries. Indeed, the role of the state, market, 

and families may be like that of e.g., the Corporatist or Liberal welfare regimes. However, the social 
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conditions, level of trust and general economic conditions all endorse the creation of at least one European 

welfare regimes.  

 

2.4 Dualization 

One of the main theories regarding dual labor market theories is that the labor market is divided into a 

primary and secondary sector (Doeringer & Piore,	1975; Lindbeck & Snower,	1989 in Chung 2018,). The 

workers within the primary sector benefit from higher wages, better working conditions and job stability 

than workers in the secondary sector (Doeringer & Piore, 1975, pp. 70–71; Rueda, 2014, in Chung, 2018). 

The notion of dualization goes hand in hand with other contemporary social, political, and economic 

developments, which regards increasing economic inequality and social stratification within many western 

societies. One may even argue that the dualization of the labor market is one of the most central reasons 

behind the economic inequality, and thus social and political stratification. 

 

The theory of dualization is relevant to thesis as it both serves as a theoretical framework to analyze the 

labor market developments of the COVID-19 pandemic, but it also helps contextualizing the labor market 

developments and theories of welfare regimes into a discussion of contextual social development. Hence, 

dualization theory provides this thesis with a contextual and much more social and labor-market oriented 

perspective than what the theories of welfare regimes offer. This does not mean that the two theories should 

be directly compared to one another, or that one could be left out of this thesis. Instead, they complement 

one another with welfare regimes explaining welfare capitalism and the political drivers behind the 

institutional buffering measures support employment and protect against social fallout, where dualization 

focus on the social and societal consequences of the insiders and outsiders on the labor market. This is 

particularly relevant in the context of a crisis, where much literature discussed in the literature review of 

this thesis stresses the implications for historically vulnerable groups.  

 

Considering the level of institutional frameworks, economic advancement, and imbedded levels of social 

stratification within the welfare regimes, this thesis can from a purely theoretical perspective expect to find 

some of the strongest dualization tendencies within the Liberal, Southern European, Corporatist and Eastern 

European welfare regimes. The strong hypothesized dualization of the Liberal welfare regimes is first and 

foremost rooted in the tradition of modest universal transfers and social-insurance plans (Esping-Andersen, 

1989, p. 48). It is already evident from the OECD Employment Outlook 2021 that Liberal welfare regimes 

did initiate buffering measures to ensure employment and prevent social fallout. However, this thesis can 
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expect the buffering measures to be modest compared to the other welfare regimes, and that sectoral 

concentration of the COVID-19 stringency measures as well as the high level of economic inequality within 

the Liberal welfare regimes, will result in some of the largest gaps between the insiders and the outsiders of 

the labor market.  

 

2.5 Theoretical assumptions of labor market developments in the welfare 
regimes 
 

Based on the theories that have been outlined and discussed throughout this theoretical framework, this 

thesis will use 5 different welfare regimes to capture the political, economic, and institutional contexts of 

advanced capitalist democracies. Further, the dualization theory will be used to examine the social impact 

of the labor market development across the welfare regimes.  

 

Considering both the theoretical framework and the empirical findings of previous studies and reports, this 

thesis expects to find large variations in the labor market development across the welfare regimes, and 

particularly among the insiders and outsiders on the labor market. These differences should appear in terms 

on large unemployment fluctuations among the especially the Liberal welfare regimes with flexible EPLs 

and a political history which favors minimal state inference. Further, it can be expected that other countries 

such as Denmark, Czech Republic, and Estonia with flexible EPLs will experience similar fluctuating 

trends, however, this also depends on other factors such as the severity of the lockdowns and the presence 

of ALMPs. On the other hand, many Corporatist- and Southern European welfare regimes should experience 

a labor market development, and in particular unemployment and employment development, which is less 

fluctuating than that of the Liberal welfare regimes due to the institutional buffering measures of short-time 

working schemes and more rigid EPLs, which simply makes it more difficult for firms to fire employees, 

but easier to introduce short-time working schemes.  

 

In terms of dualization and the social consequences across the different welfare regimes, this thesis can 

expect to find the most severe consequences of the outsiders in countries with largest increase in 

unemployment and largest decrease in the average working hours. Indeed, short-time working is put in place 

to prevent individuals from unemployment the accompanied negative social and economic consequences. 

However, the aggregate consequences for the employees, and in particular the employees within the 

vulnerable groups on the labor market, that are put in place will nevertheless tap into an increasing level of 

social stratification among the insiders and the outsiders. Based on the political ideas, EPLs and historical 
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use of short-time working among of the welfare regimes, this thesis can expect to find the strongest 

dualization tendencies among the Corporatist, Liberal, Southern European, and Eastern European welfare 

regimes. The extent to which the dualization and divide between the insiders and outsiders on the labor 

market will increase is not only affected by EPLs, ALMPs and working hours, but also the welfare regimes’ 

capacity to provide sufficient economic support for those employees who become unemployed. This is one 

of the central reasons why this thesis expects to find weakest dualization tendencies among the Social-

democratic welfare regimes, despite the relative flexible labor markets of particularly Norway and Denmark.  

 

Last, but not least, it is of great relevance to underline that this thesis will find encounter countries, which 

may diverge from similar welfare regimes in terms of both the institutional buffering measures, labor market 

development and dualization. Furthermore, the severity of the pandemic and especially the national 

lockdowns will also play central roles and should thereby be assessed throughout the entire analysis of this 

thesis.   

 

Theoretical and conceptual limitations 

The largest drawback by using welfare regimes as a theoretical framework regards the extent to which 

welfare regimes are comprehensive analyzing the short-term and contextual labor market consequences of 

the COVID-19 pandemic and the initial responses of various governments across the OECD countries. 

Firstly, because the pandemic struck the OECD countries differently, and secondly, because the literature 

does not provide any information about how different regimes reacts to external shocks in the form of a 

pandemic. The relatively static nature of welfare regime theories does not allow for a proper 

contextualization of the social, economic, and political developments nor the increasing stratification that 

have occurred in many western societies throughout the past decades. To describe these developments and 

to go even deeper in the analysis of the labor market impacts of the COVID-19 pandemic, this thesis will 

include the dualization theory, which is outlined in section 2. The drawbacks and theoretical limitations of 

particularly welfare regimes allows a theoretical and empirical discussion about the relevance of the welfare 

regime literature. A discussion which regards the extent to which the current clustering of welfare regimes 

makes sense in the context of the COVID-19 pandemic. But also, a discussion regarding the relevance of 

welfare regimes as theoretical framework in the context of a COVID-19 pandemic and inequal labor market 
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Section 3: Methods 
The following methodological section will account for the philosophy of science as well as the 

methodological approach and strategy applied to examine the labor market development during the COVID-

19 pandemic and the institutional buffering measures. The approach applied in this thesis is inspired by the 

methodological steps introduced by Saunders, who in 2007 developed a research strategy to grasp the 

different stages that should be included in a formal research project (Saunders et. al., 2007). Thus, this 

section will first account for the research philosophy to explain how knowledge will be derived from theory 

and empirical investigations. Second, it will discuss the use and consequences of a primarily deductive 

research approach. Third, the research strategy, use of data and methodological choices will be explained 

and discussed. Lastly, this section will provide an overview of choices of the used data. 

 

3.1 Research Philosophy  

The research philosophy of this thesis does not follow a strict philosophical approach, instead it is inspired 

by a pragmatist ontology, which enables this thesis to draw upon different epistemologies or perspectives 

of philosophy and science and reality (Walsh and Kaushik, 2019). The primary epistemological stand that 

this thesis is inspired by is positivism, as this thesis assumes that the COVID-19 pandemic’s impact on the 

labor market and the institutional buffering measures can be measured through the selected labor market 

indicators. 

 

Research ontology  

The pragmatist ontology of this thesis is reflected in the assumption about the nature of reality. The ontology 

of pragmatism lies somewhere between that of both objectivism and constructivism. Objectivism believes 

that reality exist independent of the people living in it, however it is still defined by the values and 

perceptions people attach to it. Whereas constructivist ontology perceives reality as a social phenomenon 

that is created by the individuals who constitutes the reality (Walsh and Kaushik, 2019). Much literature 

within political science and social science fall within the category of constructivism, as many of the 

phenomena within these scientific fields is constructed by individuals e.g., social and unemployment 

policies and the theoretical concept of welfare regimes. Thus, a fast and relatively easy argument would be 

that this thesis is using a constructivist ontology. However, when this is not the case it is because not all 

facts nor assumptions in this thesis can be argued to be socially constructed. This does amongst others count 

the COVID-19 pandemic and employment statistics, where the latter indeed is shaped by policies and 
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thereby a social constructed phenomenon, however the outcome to a much larger extent is objective and 

something that can be hypothesized and measured.  

 

Research epistemology  

The epistemology of this thesis reflects the concept about how we know the world, howe knowledge is 

gained and the relationship between the know and the knower (Creswell and Miller, 2000) (Walsh and 

Kaushik, 2019). This thesis is first and foremost inspired by positivism, as it on one hand based strong 

assumptions between the theoretical framework of welfare regimes and its dualization effects during the 

COVID-19 pandemic, and on the other hand the quantifiable data to describe the labor market development, 

dualization and welfare regimes. The rather deductive approach of this thesis does also correspond with the 

thoughts behind the positivist scientific philosophy as this is something that can be scientifically approved 

e.g., by examining the specific labor market indicators. 

 

3.2 Research Approach 

The research approach describes the relationship between the ontology, epistemology, and research topic. 

Further, it describes whether the creation of knowledge will made through a deductive or inductive 

approach, or in words, whether the research of this thesis will build on existing theories or allow it to create 

one. There should be no doubt, that the research approach of this thesis first and foremost is deductive. Even 

if it does entail a specific hypothesis to be tested, it is based on existing theory and knowledge about 

dualization, welfare regimes and labor market adjustments, which provided this thesis with strong 

assumptions about how the labor markets and institutional buffering measures across the welfare regimes 

would develop during the COVID-19 pandemic. However, the preparatory work and initial phases of 

conducting this thesis was rather inductive, when neither the exact theoretical nor methodological 

framework were put in place.  

 

The strong theoretical framework and knowledge regarding labor market adjustments and buffering 

measures in previous crises as well as the OECD Employment Outlook from 2020 and 2021 made it clear 

from the beginning that there would be differences on how welfare regimes would respond to the COVID-

19 pandemic politically. However, the specific choice of labor markets as a policy area was only chosen 

after assessing archive data from the OECD regarding the COVID-19 pandemic. The data showed that labor 

market key indicators were among the statistics that registered the largest changes during the COVID-19 

pandemic, and further these statistics describe developments in an area with massive social and economic 
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impact for both states, firms as well as individuals. Furthermore, the labor market statistics also taps into a 

relevant and interesting discussion regarding the dualization in society, and in this case the dualization 

between the insiders and outsiders on the labor market (Emmenegger, 2012). 

 

Even if the initial phase of this thesis was rather inductive, the research approach changed toward a much 

more deductive approach. This entails the assumption that some types of welfare regimes such as the Social-

democratic welfare regimes will provide strong ALMPs for labor market adjustments, short-time work 

(working hours) in Corporatist, Eastern and Southern European welfare regimes, and modest if any 

institutional measures in the Liberal welfare regimes. Furthermore, the deductive as well as the positivist 

approach also entails the assumption that the policies within all welfare regimes will increase the dualization 

between the insiders and outsiders on the labor markets, however, to a much smaller extend in the Social-

democratic regimes.  

 

3.3 Research strategy 

The research strategy in this section refers to the methods used and the choice of the data that will be 

examined to answer the research question and the assumptions based on the theoretical framework. The 

most adequate way to analyze the COVID-19 pandemic’s impact on the labor market, is by using a 

quantitative methodological approach and economic, policy, and labor market archival data. The data used 

in this thesis is primarily derived from the OECD labor force survey data, which consist of data obtained 

from the different member countries. Additionally, existing archival information regarding labor market 

policies will be examined as these contain valuable information about the welfare regimes that cannot be 

captured by the quantitative measures of the OECD statistics.  

 

The following quantitative methodological approach consists of an analysis of the labor market development 

in the context of the COVID-19 pandemic across the five different welfare regimes. The labor market 

indicators the unemployment rate, employment rate, temporary employment and working hours will be 

analyzed, as well as the development of these indicators within historically vulnerable groups on the labor 

market, which will lead to the discussion of the role of different labor market buffering measures of ALMPs, 

PLMPs and short-time work. The quantitative data will be used in the form of descriptive statistics as the 

focus of this thesis is on describing, analyzing, and contrasting the labor market development using the 

theoretical framework, and not the classification of welfare regimes nor the correlation between the labor 
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market indicators and the economic development, which indeed would suggest advanced statistical methods 

such as linear regression models.  

 

Labor market indicators 

This thesis will use OECD Annual Labor Force Survey (ALFS) to analyze the labor market development 

during the COVID-19 pandemic among the European, North American, and Oceanian OECD member 

countries. This thesis is thereby excluding OECD countries such as Mexico, Chile, Japan, Iceland, and 

Korea, as these are not included in the theories of welfare regimes in advanced capitalist democracies, and 

further, the choice of using OECD data and Eurostat data exclude countries such as Bulgaria, Romania, 

Ukraine, Russia, Serbia, Croatia, and Bosnia. By limiting the number of countries this thesis will obtain a 

less comprehensive perspective on the global unemployment development, however, the limitation allows 

a more in-depth analysis and compliance with the theoretical framework of welfare regimes.  

 

The OECD ALFS includes labor market indicators from 38 OECD countries as well as information about 

gender, age, educational level, and economic activities of the employed. The specific variables that will be 

used are shown in the following table.  

 
Table 1: list of variables used from the OECD labor force statistic 2021 

Variables Frequency Year 

Employment rate % of total population (S.A) Quarterly 2019/2020 

Unemployment rate % of total population (S.A) Quarterly 2019/2020 

GDP growth in %  Quarterly  2019/2020 

GDP per capita Annually 2019/2020 

Temporary employment rate as % of labor force Annually 2019/2020 

Permanent employment rate as % of labor force Annually 2019/2020 

Hours worked  Annually 2019/2020 

Usage of job retention schemes as % of employment Monthly 2019/2020/2021 

 

The OECD ALFS has been used as the only data source and the employment and unemployment instead of 

data from other data bases such as Eurostat. This is first and foremost done to ensure consistency in the data 

collection, limit the number of data sources, and to include the USA, Australia, Canada, and New Zealand. 

However, other indicators which include registered unemployment such as Eurostat or various national 
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statistical agencies may provide a more accurate picture of the labor market development; however, the 

downfault here is that they do not include as many countries as OECD’s ALFS which allow this thesis to 

also analyze the labor market impact across the Liberal welfare regimes.  

 

The employment rate used in the OECD ALFS is defined as a measure of the extent to which available labor 

resources (people available to work) are being used. They are calculated as the ratio of the employed to the 

working age population (OECD, 2021,	 ¶ Employment rate (indicator)). The employment rate does, 

however, not provide any information about how many hours the employed people work, which can vary 

greatly from country to country as it will be exhibited later in this thesis.  

 

The unemployment rate in the OECD ALFS is defined as the unemployed are people of working age who 

are without work, are available for work, and have taken specific steps to find work (OECD, 2021 ¶ 

Unemployment rate (indicator)). The advantage of using this measure from the OECD is that it allows for 

direct comparison across various countries, in contrast to using data from the previously mentioned national 

statistical agencies. The unemployment rate provides very useful information about labor market 

development, and  

 

The Gross Domestic Product (GDP) per capita is the standard measure of the value added created through 

the production of goods and services in a country during a certain period (OECD, 2021 ¶ Gross Domestic 

product indicator) and the OECD GDP data is based on the 2008 System of National Accounts, which 

enables comparability across the member countries. In other words, the OECD data of GDP per capita 

allows this thesis to contextualize the economic advancement within the selected countries and across the 

welfare regimes. The economic advancement is of great relevance for both the dualization, as this is linked 

to inequality measures in economic terms, and to hypothesize the capability for welfare regimes to finance 

buffering measures. The GDP per capita growth in % provides information about the development of the 

GDP and will be used to explain and compare the magnitude of the economic shock following the COVID-

19 pandemic and the various stringency measures.  

 

According to the OECD Temporary employment includes wage and salary workers whose job has a pre-

determined termination date (OECD, 2021, Temporary employment (indicator)). The temporary 

employment is particularly interesting in terms of dualization, as it provides very important information 

about one of the historically vulnerable groups on the labor market (Verick and Islam, 2011) (O’reilly, 
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2019). In contrast to the temporary employment, we find the permanent employment which also will be 

included in the contextualization of the labor markets across the welfare regimes prior to the COVID-19 

pandemic.  

 

Hours worked is defined as Average annual hours worked is defined as the total number of hours worked 

per year divided by the average number of people in employment per year. Actual hours worked include 

regular work hours of full-time, part-time, and part-year workers, paid and unpaid overtime, hours worked 

in additional jobs, and exclude time not worked because of public holidays, annual paid leave, own illness, 

injury and temporary disability, maternity leave, parental leave, schooling or training, slack work for 

technical or economic reasons, strike or labor dispute, bad weather, compensation leave and other reasons. 

The data cover employees and self-employed workers (OECD, 2021, Hours worked (indicator)). In this 

regard, it should be noticed that this indicator does not count the work performed at home, taking care of 

children, elderly, or sick family members. Among the Social-democratic welfare regimes this type of work 

is usually performed by child of health care workers; however, in other regime types such as the Corporatist 

or Southern European welfare regimes where the family plays a much more central role as a provider of 

welfare, there may be a considerable number of working hours spent on care-taking work that is simply not 

captured by this statistic. This difference may be even greater in the context of the COVID-19 pandemic, as 

both health care systems have been challenged and families have been forced to take care of their elderly 

family members.  

 

This thesis encounters several data limitations by using the OECD quarterly data to analyze the labor market 

consequences of the COVID-19 pandemic only one and a half years after the first wave of the pandemic 

struck. The most central limitations revolve the data availability, absence of data and data compatibility i.e., 

if there is enough data and whether the in the current stage of the pandemic can be used to answer the 

research question. The limitation of data availability, or lack of data, is relatively confined among the 

existing data of most of the OECD countries. This is especially the case regarding employment and 

unemployment data, which is published on a monthly and quarterly basis by the OECD with two months 

delay. However, monthly employment and unemployment data of different sociodemographic groups and 

business sectors is published with a larger delay, and on available on a quarterly basis among some countries. 

Furthermore, data for temporary employment is missing for Germany and the United States, as well as Q4 

2020 data on unemployment among people with different educational backgrounds in Australia, Canada, 

USA, and New Zealand.  
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Despite the little amount of missing data in the existing data tables of OECD, there is plenty of data, which 

is not yet published that previous research such as Fenger’s welfare regimes in Central and Eastern Europe 

used for classification of welfare regimes. Indeed, the aim of this thesis is not to classify countries into the 

respective welfare regimes, however, Fenger’s publication gives a hint about what variables that could have 

been useful to further discover the political and institutional aspects of the welfare regimes. This includes 

variables such as General health expenditures (% GDP), Government health expenditures (% GDP), and 

Revenues from social contributions (% GDP), which are not yet available for 2020 and thereby not included 

in this thesis. 

 

 

The limitation of data compatibility at this stage of the pandemic does first and foremost concern the 

relationship between the available data, the research question and theoretical framework. As the aim of this 

thesis is to unravel how labor markets within different welfare regimes have been affected by the COVID-

19 pandemic, the data foundation should include labor market statistics. In contrast to the previously 

mentioned absence of particularly governmental social and health expenditures, one of the largest 

limitations by using labor market statistics in the current stage of the pandemic does not concern the absence 

of data. Instead, it regards the very central question of what the data shows and what the data does not show. 

The available labor market data provide this thesis with information about short-term developments on the 

labor market. This is useful to analyze and discuss how the labor markets of different welfare regimes 

initially were hit by the COVID-19 pandemic. Further, the available data allows this thesis to discuss the 

role buffering measures and institutions across the welfare regimes. However, it may be too early to analyze 

and discuss how these policies will affect the labor markets and societies in the long run. Additionally, there 

is a risk that that the labor market development is more affected by the COVID-19 stringency measures than 

the buffering measures e.g., by the decrease of working hours which is likely to be affected by both short-

time working schemes imposed by the states, COVID-19 stringency measures as well as internal firm 

adjustment done without any encouragement from the state. Another implication is that similar buffering 

measures in different countries or welfare regimes, may not fully implemented at the same time. Even 

though many governments across Europe were relatively fast in their response to the pandemic, it can be 

expected that there is a delay in the implementation of policies, which can have large negative consequences 

for both the unemployment and employment.  
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Policy data 

The policy data used in this thesis is derived from the OECD COVID-19 country policy tracker and the 

University of Oxford’s COVID-19 stringency index, which are both online platform which gather and 

summarize various COVID-19 related policy measures. In this thesis, the OECD COVID-19 country policy 

tracker will be used to examine and discuss the role of labor market institutions in relation to the labor 

market development, whereas the oxford stringency index is used to analyze the strictness of the various 

COVID-19 stringency policy measures across the welfare regimes.  

 

Oxford’s stringency index will be assessed through a descriptive quantitative approach, as the stringency 

index classifies countries’ stringency measures on a scale from 0-100 based on the following 9 dimensions: 

school closures, workplace closures, cancelation of public events, restrictions on gathering, public 

transportation restrictions, public information campaigns, stay home advisory, restriction of internal 

movement, restriction on international travel, testing policy, contact tracing, face coverings and vaccination 

policy. The stringency index does thereby take into consideration a wide range of government policy 

measures, which it otherwise would have been both time consuming and difficult to obtain for this thesis.  

 

The OECD COVID-19 country policy tracker will be examined through a less quantitative, as the data is 

not available as quantitative or index data as the Oxford stringency index or the OECD labor market 

indicators. The policy tracker contains information about: confinement measures, reducing workers’ 

exposure to COVID-19 at work places, income support to sick workers and their families, income support 

to quarantined workers, helping dealing with unforeseen care needs, income support to people losing their 

job and self-employment income, helping firms to adjust working time and preserve jobs, financial support 

to firms affected by drop in demand, Changes to dismissal regulation and helping economically insecure 

workers stay in their homes. The variety of measures which describe the extent to which governments 

support workers and firms in the context of the COVID-19 are of great relevance to this thesis. However, 

inspired by findings in previous studies (Verick and Islam., 2011) (Leschke and Watt, 2010), this thesis will 

focus on the support to working-time adjustments, which also is the variable that most likely will have 

largest impact on the labor market.  

 

Validity and reliability 

Reliability in a non-academic context is commonly understood as a consistent dependability of judgement, 

character, performance, or result (Braham, 1996, in D. Kaplan, 2004, p. 75). In quantitative research, 
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reliability refers to the dependability and consistency of a construct or phenomenon, which often will be 

measured through estimations of variance components in a statistical model (Kaplan, 2004, p. 75). In a more 

qualitative context, the notion of reliability is understood to be more than merely statistical components. It 

does first and foremost refer to extent to which a qualitative procedure yields the same result however and 

whenever it is carried out (J. Kirk and M. l. Miller, 1986, p. 5). The consistency of results is crucial to both 

quantitative and qualitative validity, however, much literature do not mention the related inferences and 

exact assessment of how such validity should be measured. Further, Kaplan (2004) points out that validity 

in strict quantitative terms does not include ethical considerations or social consequences in relation to the 

consistency of research (Kaplan, 2004, p. 75).  

 

In this thesis, it is crucial to both include the validity and reliability as expressions of consistency and 

accuracy of the results of the research, but also in terms of the ethical and societal consequences. The 

assessment of neither validity or reliability will be measured through statistical components, as the analysis 

of the COVID-19 pandemic and welfare regimes will not include any econometric or statistic model. 

Instead, the validity and reliability will be assessed through considerations about the consistency of the 

OECD data, and the validity of the relationship between data and the theoretical framework. 

 

The OECD annual labor force statistics as well as the OECD policy tracker can to a large extent be argued 

to be both valid and reliable. Firstly, it is reliable because OECD is the largest organization for economic 

corporation and development among democratic countries in the world. And, secondly, because OECD 

obtains the data directly from all 37 member countries. Data, which can also be found at other sources such 

as the World Bank, World Economic Forum, Eurostat or at national statistics banks. Therefore, if this 

research were replicated, the reliability of the data would prove to be highly consistent. The Oxford COVID-

19 stringency index can also be argued to be both highly reliable and valid, and therefore it is also one of 

the most frequently used indexes to describe the COVID-19 development and impact across countries.  
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Section 4: Labor market development during the COVID-19 

pandemic across welfare regimes 
 

In the following analysis the labor market development during the COVID-19 pandemic across selected 

OECD countries located in Europe, North America, and Oceania, will be analyzed through the theoretical 

framework of welfare regimes and dualization theory focusing on particularly the unemployment, 

employment and hours worked as well as the possible impact of different institutional buffering measures. 

 

4.1 The COVID-19 policy stringency and linkage to economic and labor market 

development  

Prior analyzing the comparing the labor market performances across the 5 welfare regimes in the context of 

the COVID-19 pandemic, this section will provide a brief overview of the stringency of the COVID-19 

policy measures, i.e., measures aimed to limit the spread of the virus and not buffering measures, which will 

be touched upon in section 5 of this thesis. 
 

Figure 1: Stringency development of COVID-19 policy measures across welfare regimes 

 
Source: University of Oxford and Blavatnik School of Government 2021; own calculations 
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The University of Oxford has since the beginning of the pandemic measured the policy stringency on a 

country level based on the severity on a scale from 0 to 100. The index is based on 9 different response 

indicators that among others include school closures, requirement of remote work, and travel bans (Oxford, 

2021). 
 

The Stringency index showcases that on average all welfare regimes did impose strict policy measures to 

limit the spread and consequences of the COVID-19 pandemic. The highest average stringency of the 

COVID-19 policy measures was registered among the Southern European welfare regimes in both waves 

of the pandemic, followed by the Liberal, Corporatist and Eastern European welfare regimes. The lowest 

stringency in both waves of the pandemic occurred among the Social-democratic welfare regimes. It is of 

great relevance to underline that the stringency differs among the countries, however, it also be noticed that 

the stringency index of the different welfare regime types roughly follows the same paths, which indicate 

that the policy measures targeted the COVID-19 pandemic on average have been put in place at the same 

time.  

 

Due to the linkage between the stringencies of COVID-19 policy and the economic development, this 

analysis can expect to find some of the largest decreases in GDP per capita among the Southern European 

and Liberal welfare regimes, and the smallest decrease among the Social-democratic welfare regimes. 

Additionally, the division of economic activities and in particular the share coming from the hospitality 

sector which has been hit hard the stringency of the COVID-19 policies play a crucial role regarding the 

economic development during the COVID-19 pandemic. By looking at the hospitality industry’s share of 

GDP: 16.2% in Southern European, 9.1% in Corporatist, 7.7% in Eastern European, 7.6% in Social-

democratic and 5.4% in Liberal welfare regimes (OECD, 2021) and thus, the share of GDP coming from 

the hospitality industry among Southern European welfare regimes is much higher than the other regime 

types, suggesting that strict policy measures imposed on travelling, restaurants and leisure will have large 

much larger consequences among the Southern European welfare regimes than the other regime types. Last, 

but not least, the COVID-19 stringency measures are very likely to increase the dualization on the labor as 

e.g., less than 20% basic educated employees are able to work whereas it counts almost 60% of people with 

an advanced educational background (OECD, 2021) 
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4.2 Relationship between policy measures, economic development, and labor 

markets in the context of COVID-19 

This sub-section will outline and discuss the possible relationships between the economic development, 

unemployment, and institutional buffering measures. One of the most well know relationships between GDP 

and unemployment is Okun’s law from the 1960’s, which originally stated that a 2% increase in economic 

output (GDP) will lead to a 1% decline in unemployment (OECD, 2020, p.1). Since the development of 

Okun’s law, the development and relationship between economic growth and unemployment has been 

tested, critiqued, and developed numerous times. Nevertheless, Okun’s law provide a simple yet solid 

relationship between the GDP and unemployment development, or in other words linkage between 

economic growth and labor market development.  

 

The relationship between economic and labor market development works rather symmetrically (Leschke 

and Watt, 2010, p. 11), but in the context of an external shock and global recession caused by the COVID-

19 pandemic, this thesis will focus on the labor market impacts caused by the economic development. This 

does not mean that this thesis will not recognize the labor market’s impact on the economic development. 

Instead, it is due to the unit of analysis of this paper, which is the labor market development and institutional 

buffering measures of unemployment. In this context, it should also be addressed that the impact on 

economic development stemming from the labor market might be stronger during the COVID-19 pandemic 

than in previous economic crises. This is due to the fundamentally different beginnings and mechanisms 

behind COVID-19 pandemic compared to previous crises, and because stringency policies are implemented 

which have directly impact on the labor market by demanding workers to stay home and firms to stay closed. 

By contrast, the Great Financial Crisis of 2007-2009 started on the US housing market and in the financial 

sector from where it turned into an economic crisis affecting labor markets all over the world. In contrast, 

the COVID-19 pandemic and following economic crisis occurred as a black swan in the context of a long-

lasting economic boom.  

 

If this this thesis were to follow the ideas behind Okun’s law strictly, we could expect that the unemployment 

rates would increase the most in countries with the large decrease in GDP. However, as pointed out by 

previous studies, countries and their different institutional setups regarding ALMPs, EPLs and short-time 

work schemes, tend to buffer the negative effects of economic shocks on the labor markets to different 

extents (Leschke and Watt, 2010, pp. 33-34). This cause the relationship between economic development 

measured through GDP growth and unemployment to be much more complex rather than linear as proposed 
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in Okun’s law. Therefore, this analysis will not only examine the unemployment rates, but also the 

employment rates, average working hours, temporary work, and part time work, as these indicators represent 

the underlying institutional buffering measures that may be put in place to buffer the unemployment 

development during the COVID-19 pandemic. In addition, this thesis will also examine the above-

mentioned labor market indicators with respect to sectors, gender, and age to identify and contrast the 

societal impact and dualization tendencies of both the pandemic, COVID-19 stringency measures and the 

buffering measures.  

 

When analyzing the labor market development, the focus should not merely be on the linkage to the 

economic development and the before mentioned institutional buffering measures, as the COVID-19 

pandemic has resulted unprecedented lockdowns and policy measures to control the pandemic. These policy 

or stringency measures have on one hand been targeted to limit the spread of the COVID-19 virus, which 

forced companies in many sectors to pause their activities, and on the other hand included economic support 

to companies and workers who suffer from the economic consequences of the measures targeted the spread 

of the virus.  

 

4.2 Economic and labor context prior to the COVID-19 pandemic 

This section provides a comparison of the economic and labor market contexts of the different welfare 

regimes before the COVID-19 pandemic. Such understanding of the economic and labor market contexts 

prior to the pandemic is crucial, as it defines very important preconditions of  the linkages discussed in the 

previous section between economic development, labor market development, COVID-19 stringency 

measures as well as describing the economic and thereby to a certain extend the social preconditions in the 

welfare regimes that will be analyzed.  

 

Table 2: Economic and labor market indicators 2019 across welfare regimes 
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European Union 41'297 1.4 68.4 5.6 13.6 15.1 1593 



 40 

OECD 43'001 1.1 68.7 5.5 12.1 16.7 1743 

Liberal welfare regimes 53'676 0.8 73.8 4.6 7.5 20.9 1700 

Corporatist welfare regimes 52'840 1.0 73.3 5.3 13.5 22.5 1494 

Social-democratic welfare regimes 53'033 1.2 75.1 5.5 13 16.7 1438 

Southern European welfare regimes 34'552 1.5 62.1 11.7 19.1 11.4 1766 

Eastern European welfare regimes 33'715 3.5 71.8 4.4 8.3 6.1 1702 

 

Source: OECD; own calculations 

 

The economic contexts of the welfare regimes 

The wealthiest countries measured through GDPs per capita were in found among the Liberal, Corporatist 

and Social-democratic welfare regimes. If we go in depth with each of these three regime types it appears 

that there are differences among the countries (Appendix 4), however, the average GDP of each of the 

regimes lies around 53’000 US$ per year. In the Liberal welfare regimes, the highest and lowest GDP per 

capita were found in the United States with 60.800 US$ and New Zealand with 39.700 US$ per capita. 

Among the Corporatist regimes, the highest and lowest GDP per capita were found in Switzerland with 

68.800 US$ and France with 43.200 US$ per capita. Among the Social-democratic welfare regimes a lower 

level of dispersion is present with the highest and lowest GDP per capita in Norway with 61.800 US$ and 

Finland with 45.900 US$. 

 

In contrast, the poorest countries can be found among the Southern European and Eastern European welfare 

regimes, where Greece and Lithuania have the lowest GDP per capita of respectively 28.000 and 29.000 

US$ per capita, and where the Czech Republic, Spain and Italy have highest GDP per capita ranging from 

38.000-39.000 US$.  

 

The GDP per capita serves as an indicator of the wealth and economic advancement among the populations 

in the different welfare regimes. In this regard it is important also to consider the different levels of economic 

equality which could be measured through the Gini coefficient (Giorgi, 2020), Atkinson’s inequality 

measure (Belú, 2006), the Palma ratio (Cobham, 2015), or 20/20 ratio (UN development program, 2014), 

to fully grasp the level of economic advancement and how wealth is distributed among the populations of 

the different regime types. However, such indicators of inequality are not included as the purpose of this 

thesis does not concern the development of economic indicators, nevertheless, the GDP per capita is 

included to serve as contextualizing economic indicator of the welfare regimes to show the general economic 
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advancement of the regimes. The GDP level does not merely indicate the state of economic advancement 

in the different welfare regimes, it does to some extend also serve as an indicator regarding the welfare 

regimes’ possibilities to introduce buffering measures such as job retention schemes, ALMPs and PLMPs. 

Given the GDP per capita, this thesis would expect that the Liberal, Corporatist and Social-democratic 

welfare regimes have larger economic possibilities to ensure stronger ALMPs, PLMPs and EPLs than the 

Southern European and Eastern European welfare regimes.  

 

The average annual growth rate of the GDP per capita from 2018 to 2019 was relatively weak among 

Liberal, Corporatist, Social-democratic and Southern European regimes, however such modest annual GDP 

growth rates below 2% have become relatively normal throughout the past decades and since the Great 

Financial Crisis of 2007-2009. Furthermore, these growth rates should be seen in the context of 

approximately 10 years of economic growth among most of the advanced capitalist democracies. In contrast 

to the above-mentioned welfare regimes, the growth rate of the Eastern European regimes was a lot higher, 

which in general has characterized the economic development and catching up growth of many Eastern 

European countries (OECD, 2020) since the 1990’s and the transition to become advanced capitalist 

democracies.  

 

The labor market contexts and the role of flexibility among the welfare regimes  

Relatively low unemployment rates were registered across all welfare regimes except for the Southern 

European regimes prior the COVID-19 pandemic, which is a product of the approximately 10 years of 

economic progress across most countries within the Liberal, Corporatist, Social-democratic and Eastern 

European welfare regimes.  

 

The high unemployment rates among the Southern European welfare regimes can to some extend be linked 

to their high EPLs, which according to the OECD and the Lithuanian Free Market Institute’s Employment 

Flexibility Index is based on hiring costs, strict redundancy rules and working hours place all Southern 

European welfare regimes as less flexible with rigid labor markets (OECD and LFMI, 2020, p. 7). The rigid 

employment among Southern European welfare regimes is put in place to ensure employment security 

among core workers, nevertheless, it has great consequences for the people who through the lenses of 

dualization theory are denoted as outsiders i.e., the unemployed and young people, because these people are 

simply perceived as being too risky to hire (Eurofound, 2009). The high unemployment rates among the 

Southern European welfare regimes can also be related to the intrusiveness of Memoranda of Understanding 
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(MoU), which is an economic policy conditionality that has been signed by several Southern European 

welfare regimes and the EU in the aftermath of the great financial crisis (Theodoropoulou, 2015). The MoU 

have on one hand forced the Southern European regimes to introduce modernization of the labor market 

protection and pension schemes and on the other hand required these countries to follow strict austerity 

measures, which affects the labor markets and in particular the unemployment and employment negatively 

(Theodoropoulou, 2015). 

 

The biggest contrast to the Southern European welfare regimes can be found among the Liberal welfare 

regimes, where countries such as the United States, United Kingdom, Canada, and Ireland all rank as 

countries with very flexible labor markets, which means that redundance costs are much lower and that it is 

easier for firm to regulate the working time and number of the employees. The combination of the Liberal 

welfare regimes with modest social security and welfare which equals the marginal propensity to choose 

welfare instead of work (Esping-Andersen, 1989, p. 48) are the optimal conditions for the creation of social 

and economic stratification, and a strengthening of the dualization on the labor market i.e., division between 

the insiders and outsider. A clear example of such modest level of welfare is the ‘universal credit standard 

allowance’ in the United Kingdom, which is targeted unemployed people unable to provide for themselves 

economically. The allowance is 325£ for claimants above 25 and 257£ for claimants under 25, which is 

equivalent to respectively 20% and 16% of the country’s national minimum wage.  

 

Other countries with flexible employment count Denmark, Czech Republic, and Switzerland which all 

belong to different welfare regimes, and that in the cases of Denmark and Switzerland have much more 

generous unemployment benefits than what is seen in the United Kingdom and the Liberal welfare regimes. 

The income support to unemployed people in Denmark equals 90% of the income with a maximum of 

19.300 Danish crowns or 2.600 Euros, and 70% of the income in Switzerland with a cap of 12.350 Swiss 

francs or 11.400 Euros. The generous income support provided by both countries does to much larger extend 

shield unemployed people from negative economic consequences and to a certain extend the difference 

between the insiders and outsiders. Despite the generosity of both the Danish and Swiss income support, 

the percentage-based principles will to a certain extend also uphold the stratification between different 

classes of workers, however, this is mostly pronounced in the Corporatist Swiss model as the cap of the 

income support is set 4 to 5 times higher than in Denmark. This means that individuals with high earnings 

will maintain relatively high incomes despite unemployment, which is a clear example of upholding the 

social stratification in Corporatist welfare regimes, as it also entails individuals with low earnings will 
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maintain low incomes. However, this stratification differs from the one among the Liberal welfare regimes, 

and the upholding of the differences between high- and low-income groups and the individuals attached to 

these groups is integrated into the Swiss Corporatist model, whereas the Liberal model in e.g., the United 

Kingdom provide a universal solution, but on a very low level for all groups. This implies that the large 

extend of flexibility and firms’ adaptability in Liberal welfare regimes, but also in other regimes with high 

levels of flexibility may create a greater economic and social exposure of the unemployed.  

 

Like the average unemployment rates, the average employment rates of both the Liberal, Corporatist, 

Eastern European and Social-democratic welfare regimes were significantly better than among the Southern 

European welfare regimes. The average employment rate, which is a ratio that measure the percentage of 

people available to work (OECD, 2021) was roughly between 72% and 75% in all the welfare regimes, with 

Social-democratic regimes as the highest and Eastern European as the lowest. Employment, and in particular 

high employment rates are important to all countries as this ensures enough taxpayers to pay the expenses 

of the state; However, the employment rate in Social-democratic regimes may be of an even greater 

importance than in other regimes, as the universal and generous welfare paid by the state is relatively costly.  

 

The mechanisms behind the relatively high employment rates in some countries and low employment rates 

in other countries shall be found outside the before-mentioned flexibility of the labor markets. Instead, it 

can be linked to the different welfare regime types and governments’ incentives to improve education and 

income support policies as well as employment policies of women, disadvantaged groups, and elderly 

(OECD, 2021). In order words, the employment rate is affected by a wide range of policy measures that are 

all targeted increasing the number of people available to work. Employment policies and unemployment 

policies do in many instances overlap which is particularly the case regarding re-education of low-skilled 

workers through ALMPs and income support policies through PLMPs (OECD, 2021) 

 

In the context of the employment rate, the share of part-time employed of the total labor force should be 

taken into consideration. What is particularly interesting regarding the part-time work, is the high share 

among the Liberal and Corporatist welfare regimes. On average, more than 20% of the employed in both 

regimes are part-time employed, which especially count women. This is of course an indication of prevailing 

traditional gender roles, but it might also be an indication of what this thesis will unfold the next section of 

this analysis; namely the buffering measure of working time, in which firms are able to scale the working 

hours of employees to adapt to changes in the economic cycle.  
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The Southern European welfare regimes also differs from the other regimes in terms of a much higher 

percentage of temporary employment rate, which means that roughly 1 out of 5 employed people are hired 

on temporary contracts exposing them to significant risk in times of economic shocks such as the one caused 

by the COVID-19 pandemic. The large number of people on temporary contracts and risk attached to these 

contracts is also a strong example of dualization of the labor market.  

 

Employment and sectorial differences 

Another important aspect of the labor market context prior to the COVID-19 pandemic is the sectoral 

division of the labor force. Since the stringency measures of the COVID-19 pandemic primarily are targeted 

the retail and hospitality industries, it is of great relevance to outline the sizes of these industries to get an 

idea of how large impact stringency measures within these sectors will have on the employment. 

Furthermore, the OECD Employment Outlook 2021 suggests that both the hospitality, retail and transport 

industries have experienced a significant impact on employment and working hours (OECD Employment 

Outlook 2021); hence, the figure below illustrate the composition of employment divided on different 

industries.  

 
Figure 2: Employment by industry prior to the COVID-19 pandemic (measured in %) 

 
Source: OECD short term labor market statistics 2021; own calculations 
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this industry employs 27.2% of all workers. In contrast, the lowest share employment in retail, transport and 

hospitality is found among the Social-democratic welfare with 22% of all workers, followed by the 

Corporatist (23.2%) and Eastern European welfare regimes (24.6%). Besides being the target of severe 

COVID-19 stringency measures, the hospitality industry across the OECD countries employs many of the 

historically vulnerable groups such as migrant workers and basic educated, which respectively count 25% 

and 29% of worker in the hospitality sector (OECD Migration Outlook 2020). 

 

Another sector that has been hit especially hard during the pandemic (OECD, 2021) is the tourism industry, 

which covers both the hotels and restaurants, is crucial to many countries as the sector is an important 

source of employment and jo creation, providing a high volume of jobs for low skilled workers (OECD 

Strengthening Economic Resilience Following the COVID-19 Crisis, 2021). However, there are large 

differences on the tourism’s contribution to the total employment among OECD countries and welfare 

regimes.  

 

Figure 3: share of tourism in total employment 

 
Source: OECD 2021 Strengthening Economic Resilience Following the COVID-19 Crisis; own calculations 
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Assessing both the employment within retail, transport, and industry as well as the tourism it appears that 

the Southern European welfare will be much more exposed to negative labor market consequences of the 

COVID-19 pandemic stringency measures compared to e.g., Corporatist and Social-democratic welfare 

regimes.  

 

Concluding remarks on the labor market context 

This section provides an overview and explanation of the labor market context of the different welfare 

regimes, which shows that the Sothern European welfare regimes are dominated by high unemployment 

and low unemployment rates. Further, this section also explains the role of employment flexibility and in 

particular the redundancy costs and rules, and how particularly the Liberal welfare regimes as well as 

Denmark, Switzerland and Czech Republic are examples of flexible labor markets, whereas the labor 

markets of the Southern European welfare regimes are predominantly rigid. The different degrees of 

employment flexibility give an indication of how the buffering measures, and in particular the buffering 

measure of working time, may affect the findings of the following analysis. Hence, this thesis will expect 

to find the largest increases in unemployment among the most flexible labor markets i.e., the Liberal welfare 

regimes and countries such as Denmark, Switzerland, and Czech Republic. Whereas the lowest increase can 

be expected to occur among the most rigid labor markets in Southern Europe and Central Europe, however, 

it is of great relevance to also consider the number of temporary workers who despite the rigidity of the 

EPLs are easy for firms to fire. This could lead to a rapid increase in unemployment depending on the 

magnitude and range ALPMs and subsidiaries government put in place to buffer the unemployment. 

Furthermore, it is also important to consider the roles of the welfare regimes, which in the case of 

particularly Denmark will be much more inclined to ensure relatively generous economic support to buffer 

unemployment. Lastly, this section also couples the labor market contexts and levels of flexibility to the 

discussion of dualization and exemplifies how income support structures in particularly the Liberal, 

Corporatist and Southern-European welfare regimes affect and, in some cases, uphold stratification among 

the insiders and outsiders on the labor markets as well as social groups in general. 
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4.2 Economic and labor market development during the COVID-19 pandemic 

The COVID-19 pandemic and the unprecedented economic shock created by various policy measures to 

stop the spread of the virus had major impacts on the labor markets across many advanced capitalist 

democracies. This section will analyze and contrast both the GDP development and labor market 

developments across the welfare regimes and the role of EPLs or employment flexibility and rigidity as it 

will be referred to throughout the section.  

 

Economic development during the COVID-19 pandemic 

The economic development measured through change GDP per capita declined within all the regimes during 

the initial phase of COVID-19 pandemic in 2020. The largest decline was registered among the southern 

European welfare regimes, where the average GDP per capita decreased with -19.2% in Q2 2020 compared 

to Q4 2019. The smallest decrease was registered among the Social-democratic, where the average GDP 

per capita only fell by 7% in the second quarter of 2020. Common for all the welfare regimes is that the 

growth returned in both the third and fourth quarter of 2020, however, this was not enough to upweight the 

massive decline in GDP that occurred during the spring. 

 

Figure 4: Rate of change in GDP Q4 2019 – Q4 2020 across welfare regimes 

 
Source: OECD 2021 data; own calculations 
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Following some Okun’s theory, and the link established between GDP growth rates and unemployment, this 

analysis should expect to find large impact on the labor market. Impacts that already has been described in 

the Employment Outlook of 2020 and 2021 by the OECD. Furthermore, by following Okun’s law and 

upward pressure on unemployment caused by declining GDP growth rates, one would expect to find the 

largest increase in the unemployment rates among the Southern European welfare, because this is where the 

largest decrease in GDP occurred. Yet, Okun’s law does not take into consideration the role of employment 

flexibility described in the previous section nor the role of employment buffering measures, which will be 

described in the next section. Hence, the decrease in GDP per capita cannot be used to hypothesize the 

development of the unemployment but should instead be used to understand the magnitude of the crisis and 

the possible economic and social consequences across the welfare regimes as well as the need institutional 

buffering measures.  

 

The large differences in the magnitude of the declines in GDP per capita does, in line with the stringency of 

the COVID-19 policy measures, suggest that welfare regimes have been hit differently by the COVID-19 

pandemic. As it appears in section 4.1 of this thesis, the Southern European welfare regimes registered the 

most severe lock downs and policy measures, whereas the softest lock downs were registered across the 

Social-democratic welfare regimes.  

 

Employment development across welfare regimes and sectors 

The following sub-section will analyze the quarterly employment development from Q4 2019 throughout 

2020. The figure below shows that the employment rate decreased across all welfare regimes, and most 

profoundly among the Liberal welfare regimes followed by the Southern European welfare regimes. In 

contrast, the smallest decrease in employment occurred among the Corporatist welfare regimes, followed 

by the Eastern European- and Southern European welfare regimes. 
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Figure 5: Rate of quarterly change in employment from Q4 2019 to Q4 2020 among people aged 
15-64 (Q4 2019 = 100) 

 
Source: OECD short term labor market statistics 2021; own calculations 

 

The employment rate does to a certain extend mirror the economic development outlined in the previous 

sub-section, and the stringency measures outlined in section 4.1. Furthermore, it provides this thesis with 
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COVID-19 pandemic, namely the Liberal and Southern European welfare regimes. However, the 

employment development does not reflect the impact of internal flexibility on the labor market such as 

short-time work which, as shown in other reports and studies (Leschke and Watt, 2010) (OECD, 2020) 

(OECD, 2021) is a common way for firms to internally adjust labor supply as well for states using it to 

prevent mass unemployment.  

 

Unemployment development across the welfare regimes  
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and especially among the Southern European welfare regimes.  
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Figure 6: Rate of monthly change in unemployment from December 2019 – December 2020 across 
welfare regimes (Q4 2019=100) 

 
Source: OECD short term labor market statistics 2021; own calculations 
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on one hand affect the number of infected people and deaths related to the COVID-19 pandemic, but it also 

enabled large parts of Australia and New Zealand to remain open while Europe and North America were 

fighting both the first and second wave of the pandemic. This thesis did hypothesize that the labor markets 

of the Liberal welfare regimes would experience the largest impact of the COVID-19 pandemic, however, 

the numbers show that this strong impact on the unemployment rate is primarily driven by the United States 

and Canada. However, this does not mean that the labor markets of United Kingdom and Ireland have not 

been affected by the COVID-19 pandemic. Instead, the low impacts in these countries are examples of the 

institutional buffering measure of short-time work, which has put in place to shield individuals from 

unemployment and social fallout.  

 

The second largest increase was registered among the Eastern European welfare regimes where the 

unemployment rate increased from 4.4% in December 2019 to 6.2% in September 2020, which is equivalent 

to 1.8 ppts or 38%. During the great financial crisis of 2007 to 2009 Eastern European countries such as 

Estonia, Latvia and Lithuania were some of the countries that was hit the hardest in Europe with increases 

well above 150%. By looking at the data from the COVID-19 pandemic it appears, that the unemployment 

in Estonia has increased 72%, which is roughly twice as much as the average Eastern European welfare 

regime.  

 

The average unemployment rate among the Corporatist welfare regimes have increased from 5.3% 

December 2019 to 6.5% in August 2020, which is equivalent to 1.2 ppts or 23%. In contrast to the Liberal 

welfare regimes, the unemployment rate increased at a much slower pace and reached the highest level 4 

months later in August 2020. Further, the unemployment rate of France was declining throughout the first 

5 months of 2020, while it in Germany and Austria started increasing much earlier.  

 

The unemployment rate in the Social-democratic welfare regimes and its development during first year of 

the COVID-19 pandemic shares great similarities with the development found in the Corporatist welfare 

regimes. The average unemployment rate rose from 5.4% in March 2020 to 7.4% in August 2020, which is 

equivalent to 2.0 ppts or 37%. Like the development among the Corporatist welfare regimes, the average 

unemployment rate rose with a much slower pace than the Liberal welfare regimes and reached the highest 

average level in August 2020. However, the unemployment rates increased more than in both the Corporatist 

and Southern European welfare regimes, which is driven by the unemployment increase in particularly 

Denmark, Sweden, and Finland (Appendix 1). Based on the relatively rigid labor markets and high 
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redundancy costs for firm in Sweden and Finland, this thesis did not expect to find larger increases in the 

unemployment rates in these countries than in Denmark. However, as the following section will go into 

depth with, there may be other institutional buffering measures such as government compensations that may 

explain these differences.  

 

The Southern European welfare regimes did by far have the highest unemployment rates prior to the 

COVID-19 pandemic, however, it is among these regimes that the unemployment rate in relative terms have 

increased the least. The average unemployment rate rose from 11% in March 2020 to 12.9% in August 2020, 

which is equivalent to 1.9 ppts or 9.8%. The reason for this modest increase shall, however, be found within 

the employment rigidity, or high EPL, that makes it difficult for companies to fire workers due high 

redundancy costs, which the previous section also described. Furthermore, Southern European welfare 

regimes such as Italy and Spain have short-time-work instruments in place, which further may dampen the 

negative effects on the labor markets (ECB Economic Bulletin, 2021, p. 1). The modest unemployment 

increase among the Southern European welfare regimes during the COVID-19 pandemic does also serve as 

a critique of Okun’s law and its simplified view on the relationship between economic development and 

unemployment. The unemployment development across the welfare regimes does on one hand suggest that 

largest labor market impact occurred among the Liberal welfare regimes due to the large increase in the 

unemployment rates among these regimes. However, the use of institutional buffering measures and in 

particular short-time work among Corporatist and Southern European welfare regimes makes such claim 

questionable. Hence, the following section 4.3 will examine and compare the institutional buffering 

measures as other labor market indicators such as working time to grasp the magnitude of short-time work 

across the welfare regimes. 

 

The average unemployment development during the COVID-19 pandemic and the role of employment 

flexibility and rigidity in the contexts of the different welfare may give an indication of where to find the 

strongest dualization tendencies; namely in the Liberal, Southern European and Eastern European welfare 

regimes This does not mean that dualization will not occur among the other welfare regimes, however, 

considering the labor market and economic contexts prior to, and during the COVID-19 pandemic, this 

thesis expects to find the largest gaps among the above-mentioned regimes.  
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Dualization – the unfolding of the labor market development  

As outlined in the literature review, labor markets as well as societies have throughout the past decades been 

increasingly polarized and divided the labor markets between the insiders and outsiders. Historically, it has 

been the outsiders with temporary contracts and lower educations, who struggles with insecurity and 

unemployment on the labor market (Emmenegger et. al., 2012). These two groups, i.e., the insiders and 

outsiders, are relevant for several reasons to this analysis. Firstly, because the outsiders in many welfare 

regimes are not well covered by the institutional unemployment buffering measures, meaning that many 

will not be as well protected against unemployment as the insiders in the event of an economic shock. And 

secondly, because labor market studies of previous crises suggest that the difference between insiders and 

outsider should be analyzed to obtain a comprehensive assessment of labor market development and its 

social consequences (Chung, 2018). Hence, this section will examine the unemployment development 

among groups that historically have been vulnerable on the labor market i.e., workers between the age of 

15 and 24, which is the UN’s definition of youth employment, workers with basic educational level, 

temporary workers, and part time workers. Further, this section will look at the development through index 

calculations and the change from Q4 2019 before the COVID-19 struck and Q3 2020, when the average 

unemployment rate across all welfare regimes was highest. 

 

Figure 7: Rate of change in unemployment from Q4 2019 – Q3 2020 across gender and age 
groups (Q4 2019 = 100) 

 

Source: OECD 2021 labor force survey data; own calculations 
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Youth unemployment 

Young people on the labor market have historically been hit hard in times of economic shocks (OECD, 

2021). This was the case during the great financial crisis and several years after the unemployment rates 

remained relatively high among young people aged 15-24 (OECD, 2021) (O’reilly et. al, 2018). Across all 

welfare regimes, the unemployment rates are significantly larger among people aged 15-24, and as with the 

unemployment of the entire population, the largest youth unemployment is found among the Southern 

European welfare regimes followed by the Social-democratic welfare regimes. The reason for the large 

youth unemployment rates among the Southern European welfare regimes are again the high EPLs i.e., that 

it is difficult and costly for employers to fire employees, making it perceived as relatively risky to hire 

unexperienced and newly educated labor (Eurfound, 2009). The rigid labor market combined with an 

economic and labor market context affected by the negative consequences of the MoU (Theodoropoulou, 

2015) i.e., strict social and economic reforms and low economic growth, linking to the labor market becomes 

even more difficult for the youth. Furthermore, the liberalization of temporary contracts and in some cases 

a reduction of benefit entitlement for young people have forced the youth into temporary contracts (O’reilly 

et. al, 2018, p.1), which in the context of a crisis such as that of COVID-19 makes firms more inclined to 

fire young employees as it is simply cheaper than firing employees of permanent contracts.  

 

Figure 8: Unemployment rates among youth and prime age from Q4 2019 - Q4 2020 across 
welfare regimes 

 
Source: OECD 2021 labor force survey data; own calculations; all numbers are shown in %. 
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The data also shows that even before the COVID-19 pandemic, the youth unemployment was significantly 

higher among Social-democratic welfare regimes than e.g., Liberal, Corporatist and Eastern European 

welfare regimes. This is mainly driven by Finland and Sweden, as both countries have youth unemployment 

rates well above 20%.  

 

If the unemployment development among the youth and prime age are compared (Figure 4), it appears that 

the youth in the Southern European- and Eastern European welfare regimes have been struck harder than 

the prime age. By contrast, it is the prime age that has been struck the hardest among the Liberal, Corporatist 

and Social-democratic welfare regimes (Figure 4). Even though the unemployment increase among the 

youth have been smaller in these welfare regimes, the already large youth unemployment rates among the 

youth should be kept in mind.  

 

The unemployment development across the two age groups does one hand suggest that the division between 

young relatively inexperienced workers and older and more experienced workers is still very present during 

the COVID-19 pandemic, and especially among the Southern European- and Eastern European welfare 

regimes. However, development among the Liberal, Corporatist and Social-democratic welfare regimes 

suggest that buffering measures to some extend have succeeded in protecting the youth from a larger 

unemployment increase than the older population. This is first and foremost interesting as the national 

lockdowns and restrictions primarily have been targeted the hospitality sector (OECD, 2021) in which many 

young people work, and as showcases earlier in this analysis a much larger share of the economy among the 

Southern European welfare regimes is linked to hospitality. Thus, the sectoral differences among the welfare 

regimes may also serve as an explanation to why the youth unemployment has increased more in relative 

terms among the Southern European welfare regimes.  

 

Educational level and unemployment  

Within all the welfare regimes, the highest unemployment rates throughout 2020 are found among people 

with a basic educational level i.e., level 0-2 on UNESCO’s International Standard Classification of 

Education (ISCED). The lowest unemployment rates are found among people with advanced educational 

levels on the ISCED scale, whereas the highest levels of unemployment are found among people with basic 

educational levels.  
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Figure 9: Unemployment rates among educational groups from Q4 2019 to Q4 2020 across 
welfare regimes 

 
Source: OECD 2021 labor force survey data; own calculations; all numbers are shown in %; note: data for Q4 2020 are not included for the Liberal 
welfare regimes due to missing data from Canada, The United States, Australia, and New Zealand 
 

The largest gap between people with basic and advanced levels of education occurs among the Eastern 

European welfare regimes, which goes together with both Fenger’s (2011) and Jahn (2018), who pointed 

out the social stratification and inequality of many Eastern European countries as one of the main arguments 

why these countries should not be included in other types of welfare regimes. Further, it also corresponds 

to the theory of dualization, which highlights the differences in which the insiders of the labor market often 

are found among the intermediate and advanced educated and outsiders among the basic educated 

(Emmenegger et. al., 2012, p. 2).  

 

As with the unemployment among different age groups, the unemployment developments among the 

different educational levels should not only be assessed through the change in percentage points, but also 

as percent change since the beginning of the pandemic. In this regard, the possibility that a large proportion 

of the youth and people with basic educational backgrounds would overlap, suggest that this thesis should 

examine the unemployment development of the three different educational groups from the age of 25 and 

above. Thus, the figure below showcases the unemployment change from Q4 2019 to Q4 2020 among the 

three educational levels within each welfare regimes among people aged 25-65. 
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Figure 10: Rate of change in unemployment among primage aged people at different educational 
levels across welfare regimes from Q4 2019 – Q3 2020 (Q4 2019 = 100) 

 
Source: OECD 2021 and ILO 2021; own calculations 

 

As with both the general, youth and prime age unemployment rates, the largest relative increase occurred 

among the Liberal welfare regimes with flexible employment legislation and structure, and the smallest 

increase occurred among the Southern European welfare regimes. Furthermore, it appears that the increase 

in unemployment remained lowest among workers with a basic level of education among all the welfare 

regimes expect for the Corporatist welfare regimes. This finding is very interesting as especially people with 

basic educational backgrounds are not able to be to work from home. According to the less than 20% of 

people with basic educational background has been able to work from home during the pandemic, whereas 

more than half of the people with advanced educational backgrounds has been able to work from home 

across the OECD member states (OECD Employment outlook, 2021). Nevertheless, the relatively modest 

unemployment development among the basic educated may both be an indication that the institutional 

buffering measures in terms of government subsidiaries have been targeted sectors affected mostly by the 

severity of the COVID-19 policy measures i.e., the hospitality sector, where firms in return for support are 

required not to fire employees (OECD Policy Response Tracker, 2021) And that these measures to a certain 

extend may have shielded the basic educated from unemployment. The unemployment development in the 

Corporatist welfare regimes corresponds to both Esping-Andersen (1989) and Andersen (2012), who 
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uphold social stratification, which means that the buffering measures here did not shield the basic educated 

more from unemployment compared to other educational groups.  

 

Temporary employment 

The share of temporary workers among all employed has decreased across all welfare regimes, and most 

profoundly in the Corporatist welfare regimes followed by the Eastern- and Southern European welfare 

regimes. This finding is very important regarding the dualization of the labor market, as it indicates that 

temporary employed to a larger extent than the permanent employed have been fired or not managed to 

obtain renewed contracts.  

 

Figure 11: Rate of change in temporary and permanent unemployment from 2019 to 2020 

 
Source: OECD 2021 Labor force survey data; own calculations; note: missing data for United States* and Germany** 

 

The hard hit of the temporary employed in the Corporatist and Southern European welfare regimes is yet 

another outcome of the rigid employment policies, which makes it easier and cheaper for firms to fire 

employees on temporary contracts. Conversely, the more flexible labor markets found in the Liberal welfare 

regimes experienced a much smaller decline in temporary employment’s share of the total employment. The 

smallest decrease in temporary employment occurred among the Social-democratic welfare regimes, which 

also may indicate more flexible EPLs as well as the presence of institutional buffering measures such as 

ALMPs and PLMPs to a greater extent than in other regimes have shielded temporary workers from 

unemployment.  
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Concluding remarks on unemployment development and dualization 

The unemployment development of the sociodemographic groups, which previously have been hit hard in 

times of crisis and groups with a presence of many outsiders, does to a large extend showcase a development 

which points in two directions. Firstly, because the unemployment development among the youth vs. prime 

aged shows that the youth has not been hit harder in terms of the relative increase in unemployment among 

the Corporatist-, Liberal- and Social-democratic welfare regimes, whereas the opposite is the case among 

the Southern European- and Eastern European welfare regimes. It also appears that the share of temporary 

employment has decreased across all welfare regimes, and mostly in Corporatist, Eastern, and Southern 

European welfare regimes. Secondly, because the unemployment development across the three different 

educational levels does not indicate that basic educated has been hit harder during the COVID-19 pandemic 

than the intermediate or advanced educated, in fact, the opposite is the case among all welfare regimes 

except for the Corporatist regimes. Even if the development towards increased dualization is not equally 

present across all welfare regimes or sociodemographic groups, it is of great relevance to consider the labor 

market context prior to the pandemic i.e., the high unemployment rates among the youth and basic educated, 

which suggest that the division of the labor market was already present.  

 

If the social, political, and economic context of the welfare regimes are considered together with the 

dualization tendencies, this thesis expects the largest overall social and dualizing consequences can be found 

among the Eastern and Southern European welfare regimes. This is firstly based on the development 

described above, however, it is also because these countries on average have a smaller economic 

advancement than e.g., Liberal, Corporatist, or Social democratic welfare regimes. Furthermore, the 

literature on welfare regimes suggests that both Southern European and Eastern European welfare regimes 

are dominated my modest social welfare (Jahn, 2018); which all things equal will result in rising inequality 

and social stratification in times with unemployment creases and massive use of short-time work.  

 

Working hours across the welfare regimes 

The previous section of the analysis showcased and contrasted the employment and unemployment 

development across different welfare regimes during the COVID-19 pandemic and highlighted some of the 

central explanations regarding sectoral differences, different economic and labor markets contexts, severity 

of national COVID-19 restrictions. To take this a step further, this section will analyze the magnitude and 

impact of the institutional buffering measures put in place to protect people from unemployment, and thus 
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providing a much broader yet in depth perspective on the COVID-19 pandemic’s impact on the labor market 

development than what can be obtained by only analyzing the unemployment development.  

 

From 2019 to 2020 both the European Union, OECD countries (OECD, 2021) and all five welfare regimes 

experienced declines in the average yearly number of working hours. The largest average decrease occurred 

among the Southern European welfare regimes where the yearly average working hours declined 8.4% from 

1776 hours in 2019 to 1619 hours in 2020, followed by the Corporatist and Eastern European regimes with 

decreases of respectively 5.1% and 4.2%. The smallest average decline was registered among the Social-

democratic welfare regimes, where the yearly average working hours only declined by 1.4% from 1438 

hours in 2019 to 1417 hours in 2020, followed by the Liberal welfare regimes with a decline of 3.8%. 

 

Figure 12: Rate of change in working hours across welfare regimes from 2019 – 2020 (2019=100) 

 
Source: OECD 2021 Labor force survey data; own calculations 
It also appears from the figure above that development of the average working hours and the hardest-hit 

countries to some extent differ from the development of the unemployment rate. By looking at the 

developments within the different types of welfare regimes, it appears that there are great differences among 

the countries, and particularly among the Liberal welfare regimes. The large difference among the different 

welfare regimes and the differences across the regime types, indicates different levels of internal and 

external flexibility i.e., whether firms adjust to the COVID-19 pandemic through temporary contracts and 

by firing employees (external) or whether firms adjust through working time (internal) (Leschke and Watt, 

2010. p. 7) 
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It appears from the graph above that the UK experienced the largest decrease of 11.1%, followed by Greece 

and Italy with decreases on respectively 10% and 9.2%, whereas the smallest increases occurred among the 

Social-democratic welfare regimes, remaining Liberal welfare regimes and Poland. The reduction in 

working hours among all welfare regimes is very likely affected by the stringency of the COVID-19 policy 

measures outlined in section 4.1 as well as short-time work schemes, which according to OECD COVID-

19 policy tracker has been widely introduced among all welfare regimes, and particularly those located in 

Europe (OECD, 2021, COVID-19 Policy Tracker) 

 

4.3 Concluding remarks on labor market development across welfare regimes  

Throughout this section, it has been illustrated that there are large differences across the 5 different welfare 

regimes in terms of the labor market development during the first year of the COVID-19 pandemic. In terms 

of unemployment, the fastest and largest increase occurred among the Liberal welfare regimes, whereas the 

Social-democratic, Corporatist and in especially the Southern European welfare regimes experienced much 

lower increases in unemployment. However, when this thesis turned the focus towards the employment 

development, the Southern European welfare regimes appeared to be the regime type, which experienced 

the largest decrease followed by the Liberal welfare regimes. Hence, the unemployment and employment 

developments alone do not provide a clear answer regarding what welfare regime type that experienced the 

greatest labor market impact during the COVID-19 pandemic.  

 

The analysis does also show that the youth has been hit particularly hard in Southern and Eastern European 

welfare regimes, whereas the youth in the Corporatist, Social-democratic and Liberal welfare regimes has 

been shielded more from unemployment compared to prime-aged people. The share of temporary 

employment has decreased among all welfare regimes, and especially among the Corporatist welfare 
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regimes followed by the Eastern European and Southern European welfare regimes, which means that a 

larger relative share of the temporarily employed has become unemployed during the COVID-19 pandemic 

in contrast to permanent employed. This suggests that the development of dualization is very much present 

in especially the Corporatist, Southern and Eastern European welfare regimes.  

 

Hours worked have declined among all welfare regimes and especially among the Southern European 

welfare regimes, whereas the hours worked have barely decreased among the Social-democratic welfare 

regimes. This indicates that firms in particularly the Southern European welfare regimes to a large extent 

have internally adjusted the labor force, as well as it opens for a discussion regarding short-time work and 

government subsidiaries as institutional buffering measures. Furthermore, the working hours, as well as the 

other labor market indicators, are subject to great influence by the sectoral composition of the national labor 

markets and the severity of the national COVID-19 stringency measures, which complicates the further 

examination of the linkage between institutional measures and labor market adjustments.  

 

Considering all the labor market indicators included in this analysis, it appears that the labor markets across 

the welfare regimes have undergone complex developments. Nevertheless, the analysis shows that the 

impact of the Covid-19 pandemic has been most severe in the Liberal welfare regimes in terms of 

unemployment development, whereas it in terms of both employment, youth unemployment and working 

hours has had the largest impact among the Southern European welfare regimes. By contrast, the Social-

democratic welfare regimes have experienced some of the smallest labor market adjustments considering 

both unemployment, employment, working hours and temporary employment. 

 
If the social and economic contexts of the welfare regimes prior to the COVID-19 pandemic are taken into 

consideration, the largest social and economic impact for workers may occur among those who have become 

unemployed in regimes with a little degree of social protection from the state, short-time workers with low 

state and corporate funding and unemployed within countries that have low spending on ALMPs. This 

means the vulnerable groups in particularly the Eastern European, Southern European, Liberal, but also the 

Corporatist welfare regimes may experience a much larger impact in the short run as well as the long run 

compared to the vulnerable groups in Social-democratic welfare regimes. 
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Section 5: Discussion of institutional measures’ impact on 

labor market adjustment during the COVID-19 pandemic 
In the literature review of this thesis, the means through which firms and government can adjust the labor 

market development in times of economic shocks have been outlined. Thus, bearing the unemployment and 

employment development during the COVID-19 pandemic in mind, this section will discuss the possible 

impact of short-time work or job retention schemes, which is a hybrid measure that both firms (Verick and 

Islam., 2011, p. 120) and governments (Leschke and Watt, 2010, pp. 6-8) use to buffer respectively the 

negative economic consequences on a firm level and the labor market consequences of external economic 

shocks.  

 

Job retention schemes and the impact on working hours 

One of the most central buffering measures to protect the population against mass unemployment is short-

time work, which essentially entails a reduction in working hours. All welfare regimes included in this thesis 

have according to the OECD Country Policy Tracker encouraged firms to use short-time work schemes 

instead of firing employees, which aligns with the hours worked development presented in the previous 

section. However, the change in hours worked should not be attributed directly to short-time work, instead 

it should also take into consideration the COVID-19 stringency measures, which have forced workers across 

many sectors to stay home. However, far from all workers had the possibility to work from home which 

especially counts those with basic educations (OECD Employment Outlook, 2021).  

 

 This does on one hand contribute to discussion of dualization, and whether policies in modern societies are 

designed in a way that increases the division between the insiders and outsiders on the labor. And on the 

other hand, it suggests that the decline in working hours from 2019-2020 is not merely a reflection of 

working hours as a buffering measure, but a reflection of the COVID-19 stringency measures which forced 

many employees to stay home. Furthermore, the change in working hours may also be a reflection of the 

internal adjustment driven from within firms to increase and/or improve profitability rather than a buffering 

measure imposed and supported by the state; in this regard it is particularly important to remember that a 

large share of the government subsidies provided to firms in return for not firing employees has been 

targeted sectors that have been hit the most by the COVID-19 pandemic and stringency measures. This does 

essentially mean that it is very difficult for firm outside the heavily affected sectors such as hospitality and 

retail (OECD Employment Outlook 2021) to qualify for support as the COVID-19 pandemic and restrictions 
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have been centered around these two sectors, who labor consist of large shares of basic educated, women 

and migrant workers as outlined in section 4.2 of this thesis.  

 

Given the considerations above, the determination of the role of labor market institutions in terms of short-

time work is complex to examine. Nevertheless, as demonstrated in the analysis of this thesis, the average 

number of working hours decreased the most among Southern European welfare regimes, followed by the 

Corporatist and Liberal regimes, of which the latter was primarily driven by a drastic decline in the United 

Kingdom. This is development is to a large extend echoed by the development in the participation in job 

retention schemes as illustrated below, which include both short-time work and wage subsidiaries. 

 

Figure 13: participation in job retention schemes among selected OECD countries as share of total 

employment

 
Source: OECD 2021; Note: Short-time work – unrestricted: no significant limits on the reduction in working time; short-time work 
– furlough: no partial reductions in working time allowed; short-time work – work-sharing: significant limits on the maximum 
reduction in working time; wage subsidy – pure: based on wage bill only; wage subsidy – mixed: based on wage bill and 
reduction in business activity (OECD Employment Outlook 2021) 
 

The figure above illustrates the participation rate in job retention schemes across selected OECD countries, 

in which data are available. It appears that some of the countries with the highest participation rate in job 

retention schemes also had the largest decrease in working hours, whereas countries like the United States, 

Poland and Finland which had some of the lowest participation rates in job retention schemes also had some 

of the smallest decreases in average working hours from 2019 to 2020. Considering the unemployment rates 
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as outlined in the analysis, one explanation may be that firms in these countries fired workers instead of 

keeping them on job retention schemes. In addition, the data also show that the average peak participation 

in job retention schemes was considerably higher among Corporatist (29.5%), Liberal (26.1%) and Southern 

European (22.6%) welfare regimes than in Social-democratic (10.2%) and Eastern European (13.1%) 

welfare regimes. The large participation rate among the liberal welfare regimes does to some extend 

contradict the on average low increase in working hours. There are several reasons for this, one is that 

Australia and New Zealand throughout 2020 dealt with strict, but short Covid-19 stringency measures 

(OECD, 2021). The other reason is the relatively low EPL among all liberal welfare regimes, which 

encourage firm to fire workers despite the job retention schemes and possibility for short-time work.  

 

According to the OECD the participation rate in job retention schemes were highest among people working 

in the hospitality sector with a participation on 56.1% among workers (OECD, 2021)., which exhibits that 

the buffering measures to a large extent were targeted the industries and jobs of the most vulnerable people, 

who otherwise would have been hit disproportionally hard by the COVID-19 stringency measures, and that 

the job retention schemes were widely available and exceptionally generous (OECD, 2021).  

 

Implications of job retention schemes 

Despite the positive labor market impact of job retention schemes and its ability to buffer unemployment, 

and thereby social fallout for many workers, there are economic and social implications by using this 

buffering measure.  

 

Firstly, job retention schemes prevent unemployment, and thus ensure a considerably larger income and 

security for many workers (OECD Employment outlook, 2021) compared to becoming unemployed. 

Additionally, and it keeps a connection between the worker who otherwise might have become unemployed 

and the labor market. However, it is important to remember that the individuals affected by job retention 

schemes in many welfare regimes still lose a considerable amount of their income. Combined with the strong 

sectoral division of the job retention schemes, this means that many workers within the hospitality industry 

have received a lower income than prior to the COVID-19 pandemic. As previously mentioned, this sector 

has a relatively large share of low paid and basic educated employees, and thereby job retention schemes 

and the following lower income for the impacted workers were targeting a group who in economic terms 

already prior to the COVID-19 pandemic were among the most vulnerable on the labor market. This also a 

very concrete example that the labor market development should not merely be examined through 
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unemployment, but also by looking at working hours and the impact of job retention schemes, as e.g., the 

youth and basic educated would appear to have been better off during the crisis if the labor market impact 

of the COVID-19 pandemic were only assessed by the unemployment development. The job retention 

schemes also tap into the discussion of dualization as they on one hand appear to have played a crucial role 

in upholding employment and better income for many individuals compared to unemployment benefits. On 

the other hand, the job retention schemes create division between those who has been forced to decrease 

their hours worked and income, and those who can maintain their hours worked and thereby income. This 

tendency of dualization will be most prominent in regime types that already struggles with large degrees of 

social stratification such as the Corporatist, Southern European, Eastern European, and Liberal welfare 

regimes. However, the alternative to job retention schemes, namely unemployment, will undoubtedly have 

larger implications, as this both results in even lower income compared to job retention schemes in most 

countries as well as it cuts the ties to the labor market for many individuals, increasing the risk of long-term 

unemployment.  

 

Another large implication of job retention schemes is the risk of preserving jobs that in economic terms are 

not sustainable. This is particularly a risk among Southern European and Corporatist welfare regimes, as 

unrestricted short-time working schemes are the predominant form of job retention schemes. Thus, the 

OECD Employment Outlook 2021 suggests that countries should limit the maximum duration of support to 

equal the duration of the COVID-19 stringency measures (OECD Employment Outlook, 2021, ¶ 2.5). 

Furthermore, there is also a risk that the job retention schemes will push a wave of unemployment until the 

support is eased; hence, firms should also be required to share the cost of job retention schemes to ensure 

that jobs with good prospects for future recovery are covered (OECD Employment Outlook, 2021, ¶ 2.5). 

 

To summarize, it appears that job retention schemes were widely used among particularly the Corporatist-, 

Southern European- and Liberal welfare regimes, where many Corporatist- and Southern European regimes 

already had short-time work schemes put in place prior to the COVID-19 pandemic. By contrast, the job 

retention schemes were on average much less used among Social-democratic and Eastern European welfare 

regimes, where the modest social security provided by the Eastern European regimes and the relatively poor 

economies most likely will result in negative social consequences fort those affected by unemployment. The 

relatively modest use among the Social-democratic welfare regimes can be related to both the lower share 

of employment within the retail, transport, and hospitality industry as well as the relatively generous social 

welfare support, which does not force the regimes to rely as heavily on job retention schemes to protect 
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against social fallout of those affected the most by the crisis. Furthermore, the flexicurity model and low 

EPL in Denmark may play a central role as it is relatively easy to hire and fire workers; however, Sweden 

and Finland have stricter EPL and thereby this does not provide the full explanation.  

 

By drawing from the findings throughout this subsection, it is very likely that there is a relationship between 

the welfare regimes’ use of job retention schemes and working hours, where the use of job retention schemes 

puts a downward pressure on the number of working hours. However, it is difficult to determine how strong 

this linkage is as many other factors such as the retention scheme type (eligibility for firms), duration of the 

job retention schemes and the timing of the implementation of the job retention schemes. Furthermore, the 

COVID-19 stringency measures, sectoral division of the employment and the general economic output 

development all play very central roles and affect the severity of the impact on the labor market in each of 

the regimes. These findings align with the OECD Employment Outlook 2021, which found that the job 

retention schemes during the COVID-19 pandemic did buffer the unemployment development during the 

COVID-19 pandemic (OECD Employment Outlook, 2021).  

 

Another dimension of the labor market impact of the COVID-19 pandemic regards the use of ALMPs. The 

force of short-time work is that it buffers the unemployment and risk of social fallout, however, workers 

who still lose their jobs should be supported by ALMPs with a strong focus on vocational training of 

especially the lowest skilled workers. 

 

The COVID-19 Labor Market Crisis pandemic and parallels to the Great Financial Crisis 

The importance of the institutional buffering measures, and in particular the use of job retention schemes to 

buffer the unemployment and the immediate consequences of the various COVID-19 stringency measures 

are to a great extend aligned with the broad use of short-time working during the great financial crisis 

(Leschke and Watt, 2010, pp. 57-58). Thus, most European countries already had short-time work schemes 

in place or schemes in the unemployment benefit system, that can be translated into job retention schemes 

(European Commission, 2020, p. 9). However, in the Liberal welfare regimes the job retention schemes did 

not exist prior to the COVID-19 pandemic and were introduced in the very beginning of the pandemic and 

by contrast to the great financial crisis, the newly introduced job retention schemes were widely used among 

firms in the Liberal welfare regimes expect for the United States, where workers were fired rather than kept 

on a job retention scheme(OECD Employment Outlook, 2021) (Hijzen and Venn, 2014).  
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The regimes that already had job retention schemes put in place prior to the COVID-19 pandemic as well 

as previous experience with this type of buffering measure among i.e., the Corporatist, Southern European, 

Eastern European, and Social-democratic welfare regimes, may have had a large advantage in terms of 

avoiding the delayed impact of the buffer, as ween with e.g., Germany during the Great Financial Crisis 

(Leschke and Watt, 2010, p. 61). However, the Liberal welfare regimes as well as regimes with 

unemployment benefit systems that can be translated into job retention schemes such may have the 

advantage of tailoring the job retention schemes to the specific needs of the COVID-19 pandemic, which is 

highly relevant due to the strong sectoral concentration around the retail, transport, and hospitality industry 

and in terms of not using the schemes for too long.  

 

Throughout this thesis several differences such as the origin and sectoral concentration of the labor market 

impact of the COVID-19 pandemic have been highlighted. However, in terms of the historically vulnerable 

groups there are great similarities between the current crisis and the Great Financial Crisis. These similarities 

should not be found directly in the unemployment increase, as many regimes successfully succeeded in 

shielding the low paid and basic educated workers from unemployment (OECD Employment Outlook)). 

But instead by examining the labor market impact from a more holistic perspective, which considers 

multiple factors (hours worked, employment rate, unemployment rate, temporary employment, sectoral 

differences, age, education, income, and migration). 

 

Theoretical discussion – are welfare regimes an adequate framework to examine the labor 

market development in the context of the COVID-19 pandemic? 

Throughout this thesis, various similarities of both economic, labor market and institutional character have 

been demonstrated across the different welfare regimes. These differences are particularly visible in terms 

of the unemployment development and working hours as well as the use of job retention schemes, and can 

be related to fundamental economic, political, and social differences of the different regime types. However, 

there are outliers such as the United Kingdom, which is categorized as a Liberal welfare regime, but in terms 

of e.g., job retention schemes, working hours development and unemployment, had large similarities with 

Corporatist welfare regimes. Yet on the other hand, the job retention schemes in the United Kingdom are 

characterized by modest support, which covers the salaries of retained workers up to a maximum of 

approximately 2.900 Euros or 80% (OECD policy tracker, 2021), which is below the coverage Corporatist 

regimes such as France where 100% of the national minimum salary and 84% until a value of 4.5 x minimum 

salary is covered, which is equivalent to 6.900 Euros, Germany where the state refunds 70% to 77% of the 
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salaries and a Social-democratic regime like Denmark where the state covers 100% up to approximately 

4.000 Euros. Hence, the unemployment buffering measure and labor market development in the United 

Kingdom are despite certain similarities with Corporatist welfare regimes, still very much affected by the 

economic, political, and social structures, which historically have predominated Liberal welfare regimes.  

 

The wide use of job retention schemes, and especially the strong sectoral focus of these schemes, taps into 

the contemporary discussion regarding dualization. Firstly, it is evident that the COVID-19 stringency 

measures had a dualizing sectoral focus, which targeted industries characterized by many low paid, basic 

educated and female workers. As a result, these groups have been forced into job retention schemes and 

there experienced the largest decrease in hours worked– which indeed protect the historically vulnerable 

groups from unemployment, but due to relatively low compensation in particularly the Liberal welfare 

regimes also leaves many workers with substantially smaller incomes.  

 

Furthermore, the pandemic struck the welfare regimes differently and combined with the different COVID-

19 stringency measures their impact on the unemployment development as well as job retention scheme 

participation (OECD Employment Outlook, 2021) another that another possible way to analyze the impact 

of the COVID-19 on the labor market development could have been done by a categorization of the countries 

through the strictness of COVID-19 stringency measures. However, such categorization would disregard 

the important role of institutions, which the theoretical framework of welfare regimes provides. 

Furthermore, the absence of a strong theoretical framework that grasps the institutional differences among 

the welfare regimes would also make it more difficult to fully examine the negative implications of the labor 

market development on the contemporary dualization tendencies.  
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Conclusion  
This paper has aimed to investigate the labor market impact of the COVID-19 pandemic and the institutional 

buffering measures used by different types of welfare regimes to protect against unemployment. It has 

examined COVID-19 stringency measures, unemployment, employment and working hours across Liberal, 

Corporatist, Social-democratic, Southern European, and Eastern European welfare regimes with a particular 

focus on historically vulnerable groups on the labor market.  

 

The theoretical framework that has been used throughout this thesis does both include a categorization of 

countries into different welfare regimes and the concept of dualization to explain and contextualize the 

impact of the COVID-19 stringency- and buffering measures on the labor market as well as the historically 

vulnerable groups. The categorization of different countries into welfare regimes is based on theoretical 

assumptions about the economic, political, and institutional contexts, which allows this thesis to make 

assumptions and interpretations of the labor market development as well as institutional buffering measures 

in the context of the COVID-19 pandemic. The examination of the COVID-19 stringency measures, 

unemployment, employment and working hours has first and foremost been done through a comparison of 

OECD ALFS and ELFS data across both the welfare regimes, but also by looking more into depth across 

all countries to fully grasp country-level contrasts and complexities that may arise from combining 30 

OECD countries into 5 welfare regimes.  

 

The analysis, summarized in section 4.3, shows that the labor market impact during the COVID-19 

pandemic had large variations across the five welfare regimes. In terms of the initial shock to 

unemployment, Liberal welfare regimes experienced a much large increase than Eastern European, Social-

democratic, Corporatist, and Southern European welfare regimes. On the contrary, the largest decrease in 

employment and hours worked occurred among the Southern European welfare regimes. The use of job 

retention schemes, which has been introduced across all welfare regimes, appears to have played an 

important role in buffering the negative upward pressure on unemployment from both the COVID-19 

stringency measures and decline in GDP among some welfare regimes, whereas the effect has been smaller 

other regimes. This is illustrated through the Corporatist and Southern European welfare regimes, which 

had severe COVID-19 stringency measures as well as massive declines in GDP per capita, but still 

experienced a much lower increase in unemployment than the Liberal welfare regimes. The strong effect of 

the job retention schemes among Southern European and Corporatist welfare regimes may be attributed to 

the preexistence of the short-time schemes, which optimized the timing of implementation, and to the 
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relatively low EPL of the Liberal welfare regimes, which despite the job retention schemes still made it 

easier and cheaper for firms to fire workers rather than using the job retention schemes.  

 

Besides buffering the unemployment and protecting a considerable number of workers from social fallout, 

the job retention schemes have also resulted in a massive decrease in hours worked, and due to the dualizing 

nature of the COVID-19 stringency measures this has particularly struck hospitality, retail, and transport 

industries, which employ large proportions of the historically vulnerable groups on the labor market. The 

social consequences for these groups will be largest in welfare regimes with modest social and 

unemployment support such as the Liberal, Southern European, and Eastern European welfare regimes 

dominated by modest social welfare schemes. The use of job retentions schemes and the labor market 

development outlined in section 4 and 5 of this thesis also show that the labor market development across 

the welfare regimes corresponds with theoretical assumption behind the institutional, economic, and 

political contexts of the welfare regimes. This is among others exemplified through large unemployment 

increase in Liberal welfare regimes and a wide use of job retention schemes in in Southern European and 

Corporatist regimes to buffer unemployment and decrease working. 

 

To sum up, it can be concluded that the short-term labor market impact of the COVID-19 pandemic varied 

across the welfare regimes due to the different use, design, and timing of job retention schemes to buffer 

the unemployment. The largest labor market impact in terms of unemployment increase occurred among 

the Liberal welfare regimes, whereas the largest impact in terms of hours worked and employment occurred 

among the Southern European welfare regimes, where the institutional buffering measures in the latter 

regime type had a large impact on the decline in hours worked and protection against unemployment. The 

available data does not allow this thesis to examine the possible long-term impact on the labor market; 

however, it is likely the two regime types who experienced the largest short-term impact as well as the low-

income Eastern European welfare regimes also will experience the largest long-term impact depending on 

the future use and investments in ALMPs, phasing out of job retention schemes and whether workers on 

these schemes will return to their jobs. Last, but not least, a possible path to further strengthen this research 

should entail the inclusion of advanced statistical methods to examine the relationships between 

employment, unemployment, working hours and government expenditures on the institutional buffering 

measures to better grasp the magnitude of these across the different countries and welfare regimes. This has, 

however, not been done in this thesis because suitable data for this purpose is not yet available.  
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Appendix 

1. Quarterly unemployment rate across countries and welfare regimes 

 
 

  Q4-
2019 

  Q1-
2020 

  Q2-
2020 

  Q3-
2020 

  Q4-
2020 

  Q1-
2021 

Australia 5.2 5.2 6.9 7.0 6.8 6.0 
Canada 5.7 6.4 13.1 10.1 8.8 8.4 
Ireland 4.7 4.8 4.9 6.8 5.9 6.8 
New Zealand 4.0 4.2 4.1 5.3 4.8 4.6 
United Kingdom 3.8 4.0 4.1 4.8 5.2 4.9 
United States 3.6 3.8 13.1 8.8 6.8 6.2 
Liberal Welfare regimes 4.5% 4.7% 7.7% 7.1% 6.4% 6.1%        

Austria 4.3 4.6 5.6 5.6 5.7 7.4 
Belgium 5.2 5.0 5.1 6.3 5.8 6.6 
France 8.2 7.8 7.1 9.1 8.0 8.0 
Germany 3.2 

     

Netherlands 3.4 3.1 3.8 4.3 4.1 4.7 
Switzerland 4.1 4.2 4.9 5.0 5.1 0.0 
Corporatist welfare 
regimes 

5.0% 4.9% 5.3% 6.1% 5.7% 5.3% 
       

Denmark 5.2 4.9 5.4 6.3 6.0 6.0 
Finland 6.6 6.7 7.8 8.6 8.0 7.8 
Norway 3.9 3.5 4.5 4.9 4.8 4.9 
Sweden 7.0 7.4 8.3 8.7 8.8 9.4 
Social-democratic welfare 
regimes 

5.7% 5.6% 6.5% 7.1% 6.9% 7.0% 
       

Czech Republic 2.0 1.9 2.5 2.8 3.0 3.2 
Estonia 4.2 4.7 7.0 7.9 7.6 6.7 
Hungary 3.4 3.6 4.7 4.4 4.3 4.3 
Lithuania 6.5 7.2 8.2 9.2 9.4 8.2 
Latvia 6.0 7.6 8.5 8.4 7.9 7.9 
Poland 3.0 3.1 3.2 3.2 3.2 3.8 
Slovak Republic 5.8 6.1 6.5 6.9 7.2 7.3 
Slovenia 4.2 4.3 5.2 5.2 5.2 5.4 
Eastern European welfare 
regimes 

4.4% 4.8% 5.7% 6.0% 6.0% 5.8% 
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Greece 16.7 15.6 16.9 16.6 16.1 16.3 
Italy 9.4 8.7 8.1 10.9 8.9 9.6 
Spain 13.9 14.0 15.4 16.5 16.2 15.7 

Portugal 6.5 6.3 5.9 8.0 7.0 6.7 
Southern European 
welfare regimes 

11.6% 11.2% 11.6% 13.0% 12.1% 12.1% 

 
Source: OECD 2021; own calculations 

 

 

2. Youth unemployment across welfare regimes 

 
 

  Q4-

2019 

  Q1-

2020 

  Q2-

2020 

  Q3-

2020 

  Q4-

2020 

  Q1-

2021 

AUSTRALIA 11.9 12.0 15.4 15.0 15.1 12.9 

CANADA 11.2 12.6 27.9 21.8 17.8 16.9 

IRELAND 11.2 12.7 14.1 18.4 16.1 17.8 

NEW ZEALAND 11.3 11.8 10.6 13.8 13.6 12.4 

UNITED KINGDOM 11.3 12.3 13.2 14.8 14.7 13.7 

UNITED STATES 8.3 8.8 24.3 15.6 12.0 11.1 

LIBERAL WELFARE 

REGIMES 

10.8% 11.7% 17.6% 16.6% 14.9% 14.1% 

       

AUSTRIA 8.7 9.6 11.9 10.5 10.0 12.9 

BELGIUM 14.7 12.7 16.1 16.7 16.0 19.4 

FRANCE 20.3 19.3 21.0 21.5 18.9 20.7 

GERMANY 5.8 
    

8.1 

NETHERLANDS 7.1 6.7 9.7 10.4 9.7 10.6 
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SWITZERLAND 8.2 7.8 10.0 8.6 8.1 0.0 

CORPORATIST WELFARE 

REGIMES 

11.8% 11.2% 13.7% 13.5% 12.5% 12.7% 

       

DENMARK 9.9 10.4 11.2 12.5 12.3 13.8 

FINLAND 17.3 19.0 21.7 22.3 22.5 19.7 

NORWAY 10.4 10.3 11.4 11.9 11.8 12.8 

SWEDEN 20.8 21.4 24.1 25.5 25.0 26.0 

SOCIAL-DEMOCRATIC 

WELFARE REGIMES 

14.6% 15.3% 17.1% 18.1% 17.9% 18.1% 

       

CZECH REPUBLIC 5.4 5.9 7.3 8.9 9.8 10.7 

ESTONIA 8.8 10.0 18.3 21.8 22.0 16.8 

HUNGARY 12.5 11.6 15.1 12.8 11.6 13.1 

LITHUANIA 14.5 14.7 20.8 23.4 19.5 12.5 

LATVIA 9.8 14.7 18.2 14.3 11.3 16.1 

POLAND 7.9 8.6 10.4 11.8 12.8 13.8 

SLOVAK REPUBLIC 16.4 16.8 20.4 20.2 20.2 22.6 

SLOVENIA 8.1 10.6 16.6 16.5 13.8 14.6 

EASTERN EUROPEAN 

WELFARE REGIMES 

10.4% 11.6% 15.9% 16.2% 15.1% 15.0% 

       
       

GREECE 33.4 32.4 36.6 36.2 34.7 40.7 

ITALY 27.2 27.7 26.5 34.2 28.6 31.6 

SPAIN 31.2 31.9 39.2 41.8 40.8 38.3 

PORTUGAL 18.7 18.3 21.5 27.2 23.8 22.1 

SOUTHERN EUROPEAN 

WELFARE REGIMES 

27.6% 27.6% 31.0% 34.8% 32.0% 33.2% 
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Source: OECD 2021; own calculations 

 

3. GDP, GDP growth and Employment rate across welfare regimes  

 
 

GDP 2019 GDP 

GROWTH 

EMPLOYMENT 

RATE 

AUSTRALIA 47'663.000  -1.8  74.32 

CANADA 46'065.000  0.4  74.2  

IRELAND 83'766.000  3.5 69.55 

NEW ZEALAND 39'684.000  0.2  77.46 

UNITED 

KINGDOM 

44'079.000  0.8  76.2  

UNITED STATES 60'800.000  1.7  71.4  

AVERAGE 53'676.167  0.8  73.8  
    
    

AUSTRIA 52'746.000  1.0  73.53 

BELGIUM 48'337.000  1.2  65.3 

FRANCE 43'235.000  1.6  65.58 

GERMANY 49'991.000  0.2 76.7 

NETHERLANDS 53'905.000  1.3  78.15 

SWITZERLAND 68'829.000  0.4  80.47 

AVERAGE 52'840.500  1.0  73.3  
    
    
    

DENMARK 53'459.000  2.4  75 

FINLAND 45'907.000  1.2  72.95 

NORWAY 61'772.000  0.2  75.3 
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SWEDEN 50'995.000  1.0  77.13 

AVERAGE 53'033  1.2  75.1  
    
    

GREECE 28'116.000  2.0  56.5 

ITALY 38'717.000  0.5  59.1  

SPAIN 38'128.000  1.1  63.3 

PORTUGAL 33'245.000  2.5  70.47 

AVERAGE 34'552  1.5  62.3  
    
    

CZECH 

REPUBLIC 

38'152.000  1.9  75.13 

ESTONIA 34'806.000  4.5  75.3 

HUNGARY 31'699.000  4.7  70.13 

LATVIA 34'755.000  4.6  72.3 

LITHUANIA 28'944.000  2.7  72.97 

POLAND 31'717.000  4.8  68.2 

SLOVAK 

REPUBLIC 

33'258.000  2.4  68.42 

SLOVENIA 36'389.000  2.3  71.88 

AVERAGE 33'715  3.5  71.8  
Source: OECD 2021; own calculations 

 


